United States Court of Appeals 


for the Second Circuit 


JOINT APPENDIX 


C-T2TA 


UNITED STATES COURT OF APPEALS 


FOR THE SECOND CIRCUIT 


RICHARD S. KAYE, 
Plaintiff-Appellant, 
-against- 
FUNDING SYSTEMS CORPORATION, : Docket No. 
76-7272 
Defendant, 
-and- 


EQUIMARK CORPORATION, 


Defendant-Appellee. 


JOINT APPEND 


Volume I 


JOHN M. BURNS, III 

Attorney for Plaintiff- 
Appellant 

200 East 42nd Street 

New York, New York 10017 


REAVIS & McGRATH 

Attorneys for Defendant- 
Appellee 

1 Chase Manhattan Plaza 

New York, New York 1000605 


PAGINATION AS IN ORIGINAL COPY 


é 


VOLUME I 


Docket Entries made in the 
District Court 


Complaint 


Exhibit "1" (Gerson Amended 
Complaint) 


Exhibit 
Exhibit “2” 
Exhibit "3" s 
Exhibit. "2" 606 
Order to Show Cause... ess 


Affidavit in Support of Motion for 
Preliminary Injunction 


Exhibit 
Exhibit 
Exhibit 
Exhibit 
Exhibit 
Exhibit 
Exhibit 
Exhibit 
Exhibit 
Exhibit 


Exhibit "Kk" 


Affidavit in Opposition to Motion 
For a Preliminary Injunction... s..6s.000844 A-183 


Exhibit “"A™ «es 
Exhibit “B" 


Decision of Judge Carter 
Dated January 22, 


Notice of Appeal by Funding 
Systems Corporation. 


Order of Court of Appeals for 
the Second Circult. «is sc cslccet sweues ca vaio A-199 


VOLUME II 


Equimark's Answer to Complaint 


Notice of Motion for Summary 
Judgment 


Affidavit in Support of Motion 
for Summary JUGQMENE. 25.0266 cee cece se eee wee A-207 


Exhibit "A" 
Exhibit 
Amended Complaint........ 
Exhibit *1” 
Exhibit “2” 
Notice of Depositions and of Request 
For Production and Inspection of 


Documents and Things 


Affidavit in Opposition to Motion 
for Summary Judgment 


Exhibit. "1° 
Exhibit “2". 
Exhibit * 3" 
Exhibit "4" 


Exhibit "5" 


Statement Pursuant to Rule 9(g) of 
Defendant Equimark Corporation 


Stipulation Dated March 27, 1975... 


Stipulation Dated April 16, 1975. 
Stipulation Dated May 15, 1975 
Stipulation Dated June 13, 1975. 
Stipulation Dated July 8, 1975 

Notice of Motion to Compel Discovery.... 


Affidavit in Support of Motion to 
Compel DISCOVELY. 26. e2ss 


Exninit * 1" 
Ena bit "2". 


Affidavit In Opposition to Rule 37 
Motion.. 


Exhibit A 


Exhibit B 


Reply Affidavit in Support of 
Motion to Compel Discovery 


Be 6 4 me we 


Endorsement Order of Judge Carter 
Dated January 29, 1976. 


Notice of Deposition of 
Robert J. Kastelic 


Notice of Motion to Dismiss 


Affidavit in Support of Motion 
To Dismiss 


Exhibit "A" 
a alee eas 


4 


Pei bLG "OC" owe ews 


aa anu 


Cree ceenne reenter cena — metas merrier amen eee ERSLSSAST ATERTSIS 


Exhibit “op” 
Exhibit *E* 
Exhibit "F”* 


Exhibit *c". 


VOLUME III 


Affidavit in Opposition to Motion 
to Dismiss... 


Exhibit "1". 
Exhibit “2". 
Exhibit “3” 
Exhibit "4" 
Exhibit *5*. 


Reply Affidavit in Support 
Motion to Dismiss...«.« 


Opinion and Order of Judge Carter 
Dated May 5, 


Notice of Appeal 


_—  GMLDOCRET : . UDGE DAI Ee” 
| UNITED STATES DISTRICT COURT ; : er te ¥ aK uf 


Perak No. 106 Rev. 
a ————————— Se 


TITLE OF CASE: 


5 SL ._ 57 thSt.N.Y.10019_Pt 


a ee ae et meetin 


saint on Pa a ae é eae “Alexander K Katz. & “Rosenberg, Esqs._ 
_FUNDING_SYSTEMS. 3 CORPORATION __ ne || 200 East 42nd St.,. NYC_10017__986-7720 7°. _¢ 
._ROUINANE_CORPOBATION.- - viSe1- rr ie Loe aeaete in. rt : 


ee st 


Ha 


cee <i ei =p gi nent = 


si ls apd nae meee 


For defendant: _ 


Eobater Shefticid Fleischmann Aitsch=), 
~_& Brookfield (for Funding Sy 
er Plaza, NYC 10020... - 


ee ee ce 


te 


Reavis & & “cGrath __ (for Scion 


T Chase liann, Tlaza, NYC TOGQs 


NAME OR 
RECHIPT NO. 


- is 1 of Action; © °" Je E. C. sAc'193h locket a 


ee 


om 


~~ 


RICHARD S, KAYE V. FUNDING SYSTEMS CORP, 


PROCEEDINGS 


"3. aT SMS. 
err eae, vt i Senne qs 5 “prosess_ “ferver, | . 
} seul i0*!: “exhibiie, aftdve. and Ca? wa. S110! CANS ig for_a_ 
aes r Pe Aiba, ee PE ta eo “io: gery 


‘Tad SLRTACLELs & wwuorandwa In support of motion For pi prclimina 


a 


. ' ti 
To east 84 cena: d on 0.8.0, filed on £2=23=747-HeE Tent to enjoin 


emma et: ea ee et want 


mn oe ed Dec=3774 stockholders nee “Stockholders meetin ,of Bunding_ ing Syat tone 
ort. is, — see Tak xopemenaets _to th that. el ‘fect, . So ordere 
HAL COT y we x 
4 
«= eo ey to. rirsae 
“fied deft, “auimark Corn. ': 


tiff's moti 
SC te “fala sae 6m -wemaraRAT ‘a “srt la aw in a to 


t 
<i Fi ms ae ‘ind tng Byst Systema Corp. '’a memorandum in opposition: to 


Lif's motion, 
roatnda “dak, rand ig: cysrem corp.’ a nerce Lb ln eect “to the WM 


oe 3 for the tne Aiceinc = from weno aud or’r of 12-77-74 =~ copy 


4 


nied, (apneal_subn submitted today without, “notices a to docket cle: 
Yec-27-7 ELled_ copy_of 0,5,C, for preliminary injunction _and -plte 8 memoran 


“mb erpoPReY s arts s repises qnetie: agone to SERLE CT MSTA) NeSepsb5 
on a9. O4- Th 


5 and Marsgials catura - served U,S, $4, Corpora tion Co. 


~~ registered Ageul For_ Funding 7 "ystems Corp, by Mr. Riernan on 


noe ee ies 4 
= Filed Erue copy af USCA order that the order of District Court Ws 
~~ {memo endorse’ of 12-26-74) 48_ 8 reverse! with costs taxed again 


“he arpollee (co bill of | eesti or_scatement attached) m/n 
a ree of pririagnae 269-9 > RgatiamURaaE ole a 
Filed ANSWER of deft. a ae 
] “TRIAL CONFERENCE WED ns 
_Filed deft. Equimark Systems Cor 
Lae a yreriag cal rets 2228275 _ ae 2 
mation. for summa ry. 
soa ee at ies @-/77 Y 
fae atid beaer oe Gote S 
es ~ pleé. | shall serve. his _answering_ papers 129 ‘noon. “on. 3- 6-75_ - ‘Gt, oe 
~ Filed stip. and order “permitting pitt. to file amended complaint and deft, | 
__ Equimark's motion for sumnary judgment shall epply to the amended complaint] »° 
_and service of. amended complaint shall not t_postphone said motion or. pitts. 
“time t. serve “answering papers. Equimark's answer_.to amended compl a{at. she wd 
“be served within 20 days after service. -- Carter, J. ier cane 


* ra 


03-05-75 | Filed plaintiff’ s Statement under Rule 9(g) : sat 
63-05-75 | Filed plaintiff's memorandum in opposition to mot. “of deft. T bekeaciec ee naee 
____ Judgment. eo) 3 ce cc te 
~ Filed _atip. and order that Equimark is to file Rule 9g) _atatewent_by 2-11-73 


oo | Sing oe file a further Rule a bac yh ng a _end_ad 
Fit 8 Lipiad ierging FL, 
a Pe Pier. eA I es 


2 Oo ee 
fa Deel | ge Ee dneiancaned ere en R20 


a emt ae 


(vi) 


: Ve Funding Systems Corp. 


e 
PRO BEDINGS 


er —_——-—___-_-—— taf 
yom all Filed deft. Equimark Corp.'s statement. under Rule 9(g)—————---—-—— — efumsiownd bed : 
@3-20-75 | Flicd deft. Equimark Corp’ reply memoxendum in support of motion for_summars i, 
4 udr: en'. sibs elicit an Sei a iene al eile a is 
GWFo17- 79 [Pt led ANSWER Of deft. Funding System: Corps —_____. Li di 
cis ed stip. and order ext. det t. Equimark’s tf cote avawer to_nlif-s request ———+ in) 
[C98 production to 623-753 _the depos\tion_of deft. —kqu imark 1s _ad§.to_4=24-753__4h\ 
‘Equimark reeerves the richt to meye for protective orders _! he deposition of Board, f 


° overnots 1: Adj. to 228-753 the deposition of Price Uaterhouse is adj. to Ba 


‘ sciitinclae o a ee * 

OG-03-75 | a _ “angurt plafis ._ tak gh 
adi, to S2i-758. oat 

E ad j.. bo 40212793 adi , 


LLL ALLLLOE 
| , rs ae CARY thy de eat 


04-25-7 


mem 


request > 7 ur a 


request 


ime te answer plif’s fequest for — ¥, 
production 15 “Eimé to respond to pltf’s request +! 
o¢ production 1 ‘Farding System 1a adj. to 6-18-7353: . 
~dJéeFendanis time to move For a yt 

pect lan Is resetved;~ sag? 
30-755 h 
oS 


Filed. stip.—and-order -thel- 
or_prod._df£-ducumeuts-1 
| te answer_plifis..requ-st—fur- 
___indicated___Su_ ordered,Carter, one ee 

Filed stip. and order ext. time for. deft. Funding SystemsCorp. to respond-to- plrf's |: 
request for production to 9-18-75; deft. Equ imark.Corp.'s time _to respond_to dn: j 
for production {s_ext._to9-23-753_-depasition. of Equimark_is____, 
Funding Systems and Equimark_r.eserve. the right_to move for iF 


“of Board of Governors of the Fed. Reserve. Sys < F 
’ 


lon of Price Waterhouse. & Co, is adj. to >. _. 
FINAL EXTENSION. - 


= ene 


- ——_- — ao - —eeneetammmmacnenmma 


1a Pléff's Notice of Motion for an oner directing def} Equimark Corp-to. 4" 
oo yigie IS “permit pltfe to inseotp...etc.... ret. 1-23-76.+.at-10k eT ae oe. Be 
ld Pitfl's Memo of Lav ins mw 
ft Bavmark affdvt_in_ oppos 
___ © ___Memo B@ Lavin. * 
ff'e Reply Affdvt by J. M. 
“Wid eso Bnd en dk of 


——— ne 


ba “ 0 scesCarter,J. ms UL 
_h-6-16 .-} Fid- Deft. Equimark Corp!'s.Notice.of Motion to 
etic ae de © ee -xetb 4.16276 at AOA... —____— el 
_h-6-76 ~| Fid- Deft. _Equimark's Meno of Law_insupport 
~h-1h-76 | Fld Pltfe's_affavt ‘py J». Ms Birne 111 in opposition to deft Equimark's mo 
to dismiss. ee eh ae ag 
1-1h-16 | Fld Pitrf'e Memo in opposition. to deft.’ motion to diomies, = 
R=i5-16 | Fid Dette! Reply affdvt by. As C. Freedman, in support of ite motion to diemiss+ 4 4 


_. porttitor 


5210-76. _¥ld Opinionfsh372.. Deft. Equimark Corp_has moved, pur to.Bule 42(h)(3). FRCP.» to. 
dinmisa pltff'a amended comp] ton the groound.that bhis court locks subject matter. 


ad jon over_the claima alleged therein. The motion ia granted. o..Ga Orde, 
oeeeeeCarter,J. m 


eS = CET 


— ame — OS 
<< SSS eee: oc 


D. € 109 Criminel Continuation @hee Conlin ol om fo gy ad 


aL A 


eee et i tt = toi 


(vii) 


6 


ee L ma ment 


 §-25-76__|Fld Deft Funding Sys's Notice of Ho 
eooeee Tet 6-11-76-1) AM Im 328 
> | Fld Deft Funding Sys's Momo of Law in support o: os eee : 
[ma - nt ean ee eee 
Webster & Sheffied and __ Reavy: 
Fld Affavt of pltff in oppo ston to deft F50" Pt motion to dioniog. a 


Sl etm: Vem. 8 
Fla Stip & Order * adj _d 2m 
“Fid Deft Funding Sfetems' Reply } hemo 9 of Law i 
“ld Notice of certification to _USCA-on 
myer "Way oe. 19 B= 08 Z 
Supa Filci“otice to ls ¥ 
i cin ieee 


i = 


a an a ae et nee 


! 


a 
: 


- 
* 


— 


nee neriinaeiaieti . ee ec ein inane PONTE me 
sean ene NPR A i er wn wom srt “ eer nn ee ee ee TT 


COMPLAINT 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
RICHARD S. KAYE, 
Plaintiff, : 74 Civ. 5628 (RLC) 
~against- 
COMPLAINT 
FUNDING SYSTEMS CORPORATION 


and EQUIMARK CORPORATION, 


Defendants. 


Plaintiff, pro se, complaining of defendants, for his 


complaint, alleges: 


AS AND FOR A CLAIM FOR RELIEF 
AGAINST DEFENDANT FUNDING SYSTEMS CORPORATION 


1. Upon information and belief, defendant Funding Sys- 


tems Corporation ("FSC") is a Delaware corporation having its 


principal offices, until sometime in April of 1974, in the City 


and State of New York and thereafter in Pittsburgh, Pennsylvania 
and is qualified to do business in the State of New York. 

2. Plaintiff now is, and for many years has been, a 
resident and citizen of the State of New York and is the benefi- 
cial owner of record of 5,000 shares of common stock (the 


"Stock") of FSC. 


3. Upon infwination and belief, defendant Equimark 
Corporation ("Equimark") is a registered bank holding company 
incorporated under the laws of the Commonwealth of Pennsylvania 


and having its principal office in Pittsburgh, Pennsylvania, and 


Equimark purports to be the beneficial owner of record of 580,575 
shares of the Stock constituting approximately 54% of the out- 
standing shares of the Stock and by reason thereof has exercised 
and continues to exercise absolute power of control over the 


affairs of FSC. 


4. The Stock constitutes the only category of voting 


stock of FSC and, upon information and belief, there are presently 


outstanding 1,074,350 shares of the Stock, excluding treasury 


shares held by FSC, and there are approximately 550 beneficial 


owners of the Stock. 
Jurisdiction for this claim for relief arises out 
of 8814 and 27 of the Securities Exchange Act of 1934 (15 U.S.C. 
78n and 78aa). 

6. The Stock has been and presently is registered with 


the Securities and Exchange Commission pursuant to 812(g) of the 


Securities Exchange Act of 1934 (15 UVS.Cc. 78Lig)). 


7. Upon information and belief, Equimark unlawfully and 


without prior approval of the Board of Governors of the Federal 


Reserve System (the "Board") as required by 84(c) (8) of the Bank 


Holding Company Act (12 U.S.C. 1843(c¢)(8)) and 8225.4(b) (23 of 


Regulation Y (12 C.F.R. 225) promulgated pursuant theret-. :]aw- 


fully acquired shares of the Stock as follows: 
Date Number of Shares 
August 13, 1971 50,575 
November 19, 1971 105,000 


Upon information and 
belief in 1971 38,750 


TOTAL 194,325 shares of the Stock 
(the "Unlawfully 
Acquired Stock") 

8. By reason of its purported ownership of the Unlaw- 
fully Acquired Stock, Equimark, since 1971 and continuing to the 
present time, has had and has exercised absolute control over the 
affairs: of (FSC. 

9. Without the Unlawfully Acquired Stock, Equimark 
would lawfully own only 35.95% of the Stock and, upon information 
and belief, would have no absolute power of control over the 
affairs of FSC, 

10. Equimark has exercised its power of absolute con- 
trol over the affairs of FSC arising from its ownership of the 
Unlawfully Acquired Stock. 

(a) to declare quorums present at annual meetings 


Of FSC; 


(b) to control the membership of the Board of 
Directors of FSC; 

(c) to determine management decisions and activi- 
ties of FSC to the detriment of the interests of FSC 
and the beneficial owners of the Stock other than 
Equimark (the "Other Owners"); and 

(ad) to cause FSC to move its principal offices to 
Pittsburgh, Pennsylvania, and thereby to lose important 

ae experienced managerial staff, all in connection with a 
proposed tender offer for the shares of the Stock not 
‘ owned beneficially by Equimark, which tender offer was 
subsequently withdrawn, as a consequence of which FSC 
is presently suffering from management by a disinter- 
ested, inexperienced management, all to the detriment 

of the interests of FSC and the Other Owners. 

ll. The Board has determined that the Unlawfully 
Acquired Stock was unlawfully acquired by Equimark. 

12. .On April 5, 1974, Equimark filed an application 
which instituted proceedings (the "Proceedings") before the Board 
for a determination, inter alia, that it may retain the Unlawfully 
Acquired Stock and obtain other shares of the Stock; thereafter, 


plaintiff appeared in the Proceedings in opposition to the deter- 


mination sought by Equimark; the Proceedings were thereafter set 
down for formal hearings and thereafter by letter dated 

November 21, 1974, Equimark formally requested the withdrawal of 
its application. 

13. On or about September 5, 1974, Marshall E. Gerson, 
the former Chief Executive Officer of FSC, commenced an action 
against FSC and Equimark, subsequently removed to the United 
States District Court, for the Southern District of New York, in 
which Mr. Gerson alleged that, in violation of his employment 
agreement with FSC and a guaranty thereof executed by Equimark, 
Mr. Gerson had been interfered with by FSC and Equimark in the 
conduct of FSC's business and that Equimark had diverted business 
and business opportunities from FSC to Equimark's own advantage 
and otherwise wasted the assets of FSC, all to the substantial 
detriment of the business affairs of FSC, and in which he asserted 
that he was entitled to recover damages in the amount of $552,932 
against FSC and $2,590,068.68 against Equim:rk. (See the Amended 
Complaint in that action, a copy of which is annexed hereto as 


Bubibit "i". ) 


14. Upon information and belief, Equimark determined 


prior to July 15, 1974 that in the event that Equimark were not to 


retain the Unlawfully Acquired Stock and were not to increase its 


holdings in FSC, “then as a practical matter FSC must be either 
sold or liquidated," although in a tender offer circular dated 
April 19, 1974 distributed to the other shareholders of FSC, 
Equimark had represented to the shareholders that it "has no 
present plans to liquidate or sell the assets of FSC or to 
merge FSC with any other person or entity." 

15. Upon information and belief, Equimark determined 
prior to July 15, 1974 that "to place FSC on a more viable 
financiai basis" it would be "necessary to provide FSC with addi- 
tional support, both managerial and financial," and that Equimark 
would not provide such managerial and financial support unless it 
became the owner of at least 80% of the Stock, although ina 
tender offer circular dated April 19, 1974, and mailed to the 
other shareholders of FSC, Equimark had represented to the other 
shareholders of FSC that Equimark “is the prime source of 
financial support for FSC." 

16. In a prospectus dated March 15, 1972, pursuant to 
which FSC made a public offering of 315,000 shares of the Stock, 


FSC represented to the purchasing shareholders that it "will 


furnish its stockholders with annual reports containing certified 


financial statements and quarterly unaudited financial informa- 
tion" although FSC failed to send an annual report to shareholders 


for the year ended December 31, 1973 and has failed to send to 


its shareholders any quarterly reports during the calendar years 
1973 and 1974. 

17. Upon information and belief, during the period from 
February 1 to the present, and from time to time prior thereto, 
Equimark exercised its unlawfully acquired controlling interest in 
FSC to replace independent management and directors of FSC with 
management and directors who were, and continue to be, employees 
of Equimark and under Equimark's exclusive and absolute control. 

18. During the spring of 1974, Equimark exercised its 
unlawfully acquired control of FSC to cause FSC to abandon its 
principal offices in New York City and unamortized leasehold 
improvements of approximately $300,000, although retaining a 
leasehold obligation respecting those offices in the amount of 
$48,000 per year up to and including 1987, all "on the assumption 
that" Equimark should be permitted to retain the Unlawfully 
Acquired Stock and to acquire other shares of the Stock and 
thereby caused FSC to lose valuable personnel and incur unusual 
anu needless costs. 


19. Upon information and belief, during the nine-month 


period ended September 30, 1974, the management imposed upon FSC 


by Equimark caused the leasing operations of FSC, FSC's sole 


present line of business, to operate at a loss of $2,035,000 


as compared to a profit of $27,000 for the like period of 1973. 

20. FSC has scheduled an annual meeting of its share- 
holders to be held on December 27, 1974 and mailed to the share- 
holders of FSC a notice of such annual meeting and a proxy state- 
ment (the "Proxy Statement," both dated December 16, 1974, a 
copy of which is annexed hereto as Exhibit "2"). 

21. Plaintiff has proposed three resolutions 
("Plaintiff's Proposals") to be presented to the pending annual 
meeting of FSC, as follows: 

(a) A proposal that a majority of the Board of 

Directors of FSC be independent of Equimark; 

(b) A proposal that FSC establish a "Corporate 

Audit Committee" composed of members of FSC's Board of 

Directors who are independent of Equimark; and 

(c) A proposal that FSC furnish its shareholders 
with quarterly shareholders' reports. 

22. In the Proxy Statement, the present management of 
FSC has recommended that the shareholders of FSC vote against 


each of Plaintiff's Provosals. 


23. In the Proxy Statement, management of FSC has 


proposed that six persons, all officers of Equimark or of its 


subsidiary, Equibank N.A., be elected to constitute the entire 
Board of Directors of FSC. 


24. In the Proxy Statement, FSC has failed and omitted 


to disclose any of the information referred to in paragraphs "7" 


through "15" and "17" through "19" hereof, and has failed and 
omitted: 

(a) to set forth the reasons for which plaintiff 
opposed Equimark's application to the Board as referred 
to in paragraph "12" hereof; and 

(b) to advise the shareholders of FSC of Equi- 
mark's withdrawal of its application to the Board as 
referred to in paragraph "12" hereof and the reasons 
therefor. 

25. The information omitted from the Proxy Statement 
and referred to in paragraph "24" hereof is material to Plain- 
tiff's Proposals and to the Proxy Statement within the meaning of 
Rule 14a-9 promulgated pursuant to 6814 of the Securities Exchange 
Act of 1934. 

26. By reason of the foregoing, in the event that the 
annual meeting of FSC is held as presently scheduled, plaintiff 


will be deprived, by the wrongful failure of FSC to include in 


the Proxy Statement the information referred to in paragraph 


"25" hereof and by Equimark's voting of the Unlawfully Acquired 
Stock of a fair opportunity to obtain a fair vote upon Plain- 
tiff's Proposals. 

27. Plaintiff has no adequate remedy at law. 

28. By reason of the foregoing, plaintiff is entitled 
to a temporary restraining order, a preliminary injunction and 
a final judgment, each restraining FSC from holding its annual 
meeting of shareholders until a reasonable time after a new 
Proxy Statement containing the information referred to in para- 
graph "24" hereof has been distributed to the shareholders of 
FSC. 

AS AND FOR A FIRST CLAIM FOR RELIEF 
AGAINST DEFENDANT EQUIMARK CORPORATION 

29. Repeats and realleges each and every allegation 
contained in paragraphs "1" through "4," "7" through "12," "20," 
"21" and "27" hereof with the same force and effect as if here 
set forth in full. 

30. Jurisdiction for this action arises out of the 
fact that plaintiff is a citizen of the State of New York, 
Equimark is a citizen of the Commonwealth of Pennsylvania and 


the matter in controversy exceeds $10,000 and the fact that this 
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action arises under 684(c) (8) ("84(c) (8)") of the Bank Holding 
Company Act (12 U.S.C. 1843(c)(8)) and §225.4(b) (2) 

("8225.4(b) (2)") of Regulation Y (12 C.F.R. 225) promulgated pur- 
suant thereto. 

31. Unless Equimark be restrained from using the Unlaw- 
fully Acquired Stock to establish quorums of shareholders' meet- 
ings of FSC and to exercise absolute control over the affairs of 
FSC, Equimark will continue to use and exercise its control aris- 
ing from its ownership of the Unlawfully Acquired Stock to waste 
the assets of FSC and to deny plaintiff and the Other Owners of 
the Stock other than Equimark their rights to control the affairs 
of FSC and continue to comit irreparable injury to the affairs of 
FSC and to the interests of the plaintiff and the Other Owners 


and will continue to do so at FSC's next annual meeting of share- 


holders presently scheduied to take place on December 27, 1974. 


32. By reason of the foregoing, plaintiff is entitled 
to an order restraining Equimark from using its purported owner- 
ship of the Unlawfully Acquired Stock 

(a) to create a quorum at any meetings of the 
shareholders of FSC; and/or 


(b) to exercise any control over the affairs of 
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and from voting any of the Unlawfully Acquired Stock. 


AS AND FOR A SECOND CLAIM FOR RELIEF 
AGAINST DEFENDANT EQUIMARK CORPORATION 

33. Repeats and realleges each and every allegation 
contained in paragraphs "1" through "4," "6" through "11," "20" 
and "27" hereof with the same force and effect as if here set 
forth in, full. 

34. Jurisdiction for this action arises out of 827 of 
the securities Exchange Act of 1934 (15 U.S.C. 78aa) and 822 of 
the Securities Act of 1933 (15 U.S.C. 77v). Upon information and 
belief, Equimark has continuously transacted business in the State 
of New York since at least 1969. 

35. On or about March 15, 1972, Equimark caused FSC to 
issue a prospectus and prior to thereto, on or about November 26, 
1971, to file with the Securities and Exchange Commission (the 
"“Commission") a Form S-l Registration Statement and thereafter to 

ile Amendments thereto and to sell and issue shares thereof to 
members of the public and thereafter to file with the Commission 


Form 10-K Annual Reports, all of which unlawfully omitted to 


disclose that the Unlawfully Acquired Stock had been unlawfully 


acquired and, in the case of the Form 10-K's, that the Board had 


so determined. 

36. On or about March 13, 1974, Equimark filed with the 
Commission a Schedule 13D evidencing ownership of more than 5% of 
the voting shares of FSC and thereafter filed Amendments thereto 
in connection with a tender offer by Equimark to purchase all of 
the shares of Stock not then owned by Equimark, which Schedule 
13D and Amendments thereto unlawfully omitted to disclose that 
the Unlawfully Acquired Stock had.been unlawfully acquired and 
that the Board had so determined. 

37. By reason of the foregoing unlawful continuous 
omissions to disclose, in connection with purchases and sales of 
the Stock, Equimark “as unlawfully deprived plaintiff and the 
Other Owners of the opportunity to exercise their rightful control 
as majority shareholders of FSC over the affairs of FSC and 
Equimark has been enabled wrongfully to exercise absolute 
control over the affairs of FSC. 

38. By reason of the foregoing, plaintiff is entitled 
to an order restraining Equimark from using its purported owner- 


ship of the Unlawfully Acquired Stock 


(a) to create a quorum at any meetings of the 


shareholders of FSC; and/or 


‘b) to exercise any control over the affairs of 


FSC 
and from voting any of the Unlawfully Acquired Stock. 

WHEREFORE, plaintiff demands a temporary restraining 
order, a preliminary injunction and a final judgment, each re- 
straining FSC from holding its annual meeting of shareholders 
until a reasonable time after a new Proxy Statement containing 
the information referred to in paragraph "24" hereof has been 
distributed to the shareholders of "SC and demands a temporary 
restraining order, a preliminary injunction and final judgment, 
each restraining defendant Equimark Corporation from using its 
purported ownership of the Unlawfully Acquired Stock 

(a) to create a quorum at any meetings of the 
shareholders of FSC; 


to exercise any control over the affairs of 


to vote any of the Unlawfully Acquired Stock 
and granting such other and further relief as the Court may 
deem appropriate under the circumstances, together with the 
costs and disbursements of this action and reascnable attorneys’ 


fees. 


/s/ Richard S. Kaye 
RICHARD S. KAYE 


Plaintiff Pro Se 

Suite 1110 

37 West 57th Street 

New York, New York 10019 
(212) 752-1017 


EXHIBIT "1" TO COMPLAINT 
(GERSON AMENDED COMPLAINT) 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


MARSHALL E. GERSON, i 74 Civ. 4182 (RC) 


Plaintiff, H AMENDED COMPLAINT 


-against- 


FUNDING SYSTEMS CORPORATION and: 
EQUIMARK CORPORATION, 


Defendants. 


Plaintiff, by his attorneys, Alexander, Katz & 

Rosenberg, complaining of defendants, alleges: 
AS AND FOR A CLAIM FOR RELIEF 

AGAINST DEFENDANT FUNDING SYSTEMS CORPORATION 

lL. Plaintiff is an individual residing in the State of 
Connecticut. 

2. Defendant Funding Systems Corporation ("FSC") is a 
Delaware corporation presently having its principal offices in 
Pittsburgh, Pennsylvania. At all times reievant hereto and 
prior to July 1, 1974, FSC had its principal offices in the City, 
County and State of New York. 


3. Defendant Equimark Corporation ("Equimark") is a 


Pennsylvania corporation having its principal offices in 


Pittsburgh, Pennsylvania. 


4. On or about December 10, 1969, FSC and plaintiff 


entered into an employment agreement in the State of New York 
(the "Employment Agreement," a copy of which is annexed hereto 
as Exhibit "1") pursuant to which FSC employed plaintiff as its 
Chief Executive Officer on such terms and conditions as are more 
fully set forth in the Employment Agreement. 

5 The Employment Agreement provided, inter alia. 
plaintiff 


*, » » Shall have full and complete 
authority as Chief Executive Officer 

to manage the operations, business ana 
affairs of the Corporation /FSC/, 
including but not limited to the planning 
and carrying out of expansion of the 
existing business and the establishing and 
developing new businesses, subject to 

the provisions of a certain Purchase 
Agreement between the Parties and another 
party entered into as of this date 
("Purchase Agreement"), the supervision 

of promotional activities, the engagement 
of accounting firms, law firms and the 
employment of all personnel, the deter- 
mination of their remuneration (including 
fringe benefits, stock options, etc.) and 
the assignment of duties of all personnel." 


and also provided that 


"7, Notwithstanding any other provision 

of this Agreement or of the Purchase Agree- 
ment, in the event that (i) the Corpora- 
tiornsor any of them shall breach this 
Agreement or the said Purchase Agreement, _ 
or (ii) the employment of Gerson /plaintiff/ 
and Forrest or either of them shall be 
terminated against their will, other than 
pursuant to paragraph 5 herein, or (111) 
Gerson or Forrest are at any time prevented 
from functioning as Chief Executive Officer 
and Chief Operating Officer, respectively, 
of the Corporation /FSC/, other than. pur- 
suant to paragraph 5 hereir, Funding Systems 
shall upon demand by Gerson purchase all, 
but not less than all, the shares of stock 
of Funding Systems then owned by Gerson at 

a price per share equal to twenty times the 
amount obtained by dividing the consolidated 
net aftertax earnings of the Corporations 
for the twelve month period ending on the 
date of such demand by the average number 

of shares outstanding during such period, 

or $4.00 per share (adjusted for stock 
splits), whichever is greater, which pur- 
chase shall be completed within thirty 

days after receipt of such demand, provi- 
ded, however, that if Gerson shall own 

more than 200,000 of said shares (adjusted 
for stock splits) Funding Systems shall be 
required to »urchase no more that 200,000 

of said shares (adjusted for stock splits)." 


6. After the execution of the Employment Agreement by 


both parties, FSC subjected its stock to a reverse stock split 


so that the price per share referred to in paragraph 7. of the 
Employment Agreement, adjusted for the reverse split, is $8.00 


per share. 


7. Plaintiff is the owner of record of 65,020 shares 
of common stock of FSC. 

8. From time to time after December 10, 1969 and prior 
to February 15, 1974, FSC violated the terms of the Employment 
Agreement, and particularly paragraph 1 thereof, by 

(a) directing plaintiff to engage accounting 

firms. for FSC contrary to plaintiff's desires, 

(b) interfering with proper bookkeeping and 
accounting practices of FSC, 
(c) limiting the engagement of legal counsel for 

FSC against plaintiff's desires, 

(dq) abandoning and discontinuing various profit- 
able or potentially profitable business enterprises 

and business opportunities of FSC against plaintiff's 

desires, 

(e) refusing to honor plaintifr's commitments 
respecting remuneration to other employees of FSC, 

(f) dictating the hiring and firing of FSC's 
employees, and the appointment and termination of FSC's 


officers against piaintiff's desires, 


(g) preventing and prohibiting plaintiff from 


commencing and carrying out expansion of the existing 
business of FSC and the developing of new businesses 
Of FSC, 


(h) removing FSC's principal offices from New 


York City to Pittsburgh, thereby causing the termina- 


tion of a substantial number of valued experienced 

employees of FSC and making it impractical for plain- 

tiff to continue as the Chief Executive Officer of 

FSC, and 

(i) committing other acts which interfered with 
plaintiff's authority as Chief Executive Officer of 

FSC, 
all of which was wrongful and without just cause. 

9... On or about Pebruary 15, 1974, in violation of the 
terms of ine Employment Agreement, FSC wrongfully and without 
just cause demanded and obtained from plaintiff his resignation 
as Chief Executive Officer of FSC. 

10. The above referred to resignation was obtained 
from plaintiff under the threat of dismissal and under threat 
that the business affairs of FSC would be further interfered 


with to the detriment of the interests of FSC, plaintiff as a 


substantial shareholder of FSC and FSC's public shareholders, 
such duress being wrongful and unjustifiable on the part of FSC. 

11. By reason of the foregoing, plaintiff became 
immediately entitled prior to February 15, 1974 to enforce para- 
graph 7 of the Employment Agreement and to sell the 65,020 shares 
of stock of FSC held by him and registered in his name to FSC 


for a price of $8.00 per share, totalling in the aggregate of 


$520,160. 


12. By reasan of the foregoing, plaintiff became 
immediately entitled on February 15, 1974 to recover of FSC the 
sum of $32,772, being the salary remaining to be paid to him up 
to December 31, 1974, the specified termination date of the 
Employment Agreement. 

13: On August 6, 1974, plaintiff duly tendered to FSC 


his 65,020 shares of stock of FSC to be purchased by FSC from 


him for a price of $8.00 per share as provided in the Employment 

Agreeme::t and duly demanded that FSC pay to him the sum of 

$520,160 fer such stock and the sum of $32,772 as remaining : 
2 unpaid compensation. (A copy of the letter making such demand 


is ann:xed hereto as Exhibit "2".) 
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. 


14. FSC has wrongfully and without just cause failed 
and refused to make the foregoing payments to plaintiff. 

15. By reason of the foregoing, plaintiff has been 
damaged by the acts and failures to act of FSC in the amount 


Of $552,932. 


AS AND FOR A FIRST CLAIM FOR RELIEF 
AGAINST DEFENDANT EQUIMARK CORPORAWION 

16. Repeats and realleges each and every allegation 
contained in paragraphs "1" through "i4" of this complaint with 
the same force and effect as if the same were set forth here in 
full, 

17. In or about December, 1968 or January, +70, 
Equimark purchased a majority of the outsta: ding common stock or 
FSC and since that time has bee. the record owner of a majority 
of the outstanding shares of common stock cf isc, 

18. As an inducement to plaintiff and to the other 
shareholders of FSC, who then controlled FSC and desired that 
plaintiff be retained as FSC's Chief Executive Officer with fuil 
powers to protect their investment and interests in FSC, to cause 


the sale of a majority of the outstanding shares of common stock 


of FSC to Equimark, Equimark, then known as WPNB Corporation, 


undertook in writing (a copy of which is annexed hereto as 


Exhibit "3") to use its best efforts to cause FSC to carry out 


the terms of the Employment Agreement. 

19. On August 8, 1974, plaintiff duly demanded that 
Equimark cause FSC to carry out the terms of the Employment 
Agreement and cause FSC to purchase the 65,020 shares of stock 
of FSC owned by plaintiff for a price of $8.00 per share and to 
pay the remaining unpaid salary to plaintiff under the 
Employment Agr ement in the State of New York. 

20. Equimark controls the Board of Directors of FSC and 
its officers and, by reason thereof and of its majority share- 
holdings in FSC and its powers under the Certificate of 
Incorporation and By-laws of FSC to elect and remove each and 
every Director of FSC, Equimark has, and at all times relevant 
hereto has hed, the power to cause FSC to honor the terms of 
the Employment Agreement in the State of New York. 

21. Despite the foregoing, Equimark has wrongfully 
and without just cause failed and refused to honor its commit- 
ments to plaintiff and to cause FSC to purchase from plaintiff 
65,020 shares of FSC stock for $8.00 per share or to pay plain- 
tiff the $32,772 owed him as the remainder of his salary under 


the Employment Agreement. 


22. By reason of the foregoing, plaintiff has been 
injured by the acts and failures to act of Equimark in the 


amount of $552,932. 


45 AND FOR A SECOND CLAIM FOR RELIEF 
AGAINST DEFENDANT EQUIMARK CORPORATION 

23. Repeats and realleges each and every allegation 
contained in: paragraphs))'1" through," 11" and "13," "17," “Le” 
and "20" of this complaint with the same force and effect as 
if here set forth in full. 

24. Since purchasing a majority of the outstanding 
shares of common stock of FSC, Equimark has wrongfully and 
without any justification therefor used its position of con- 
trol over the business affairs of FSC to prevent the growth 
and expansion of FSC's existing business and its business 


opportunities and caused the diversion thereof and the 


profits thereof to Equimark and its wholly-owned subsidiaries. 


25. In furtherance thereof, Equimark wrongfully em- 
ployed its position of control over the business affairs of 
FSC 

(a) to limit and prevent FSC from borrowing and 
otherwise obtaining capital funds necessary to 


support a continuation and expansion of FSC's 


leasing business, 

(b) to cause FSC to cancel or fail to enter 
potentially profitable leasing arrangements with 
various of FSC's customers and diverted such bus- 
iness to subsidiaries of Equimark, 

(c) to terminate FSC's existing real estate and 
limited partnership promotional and counseling bus- 
iness and to prevent FSC from expanding into poten- 
tially profitable areas of business activities, 
including real estate activities in the Distri-t of 
Columbia, the promotion and management of real estate 
investment trust, the establishment, promotion and 
management of tax shelter funds and certain other 
business relations w? h various other corporations, 

(d) to seek and obtain resignations and termina- 
tions of numerous of FSC's experienced officers and 
experienced personnel to make room at FSC for less 
experienced and less qualified employees of Ecuimark 


and impose such less qualified employees on FSC; 


(e) from time to time to send its representatives 


to regional offices of FSC to discourage FSC's staff 


from developing new leasing business and competed 
with FSC for leasing business, 


(f£) to cause the removal of FSC's principal 


officers from New York City to Pittsburgh, Pennsyl- 


vania, for the purpose of consolidating its control 
over the business affairs of FSC, thereby disrupting 
the continuity of FSC's business, making it impossible 
for plaintiff to continue as FSC's Chief Executive 
Officer and causing the loss of other experienced 
personnel of Equimark, 

(g) to cause the events referrei to in paragraph 
"8" hereof, 

(h) to cause FSC to defer borrowings anda public 
offering of FSC common stock to obtain funds immediate- 
ly needed until plaintiff and other employees sold 
their shares of stock in FSC to the Chairman and other 
officers of Equimark at prices below the market. 

(i) to prohibit and prevent FSC from complying 
with Federal Securities Laws relating to full dis- 
closure of FSC's business affairs, and 


(3) to take various other wrongful steps to cur- 


tail FSC's business activities and the expansion 

thereof, 
all of which was wrongful and unjustifiable and was done solely 
for the benefit of Equimark and to the detriment of FSC. 

26. The acts complained of in this second claim for 
relief against Equimark were accomplished in the State of New 
York by the exercise of Equimark's control over the officers 


and directors of FSC in New York and by constant and repeated 


visits of officers, employees and agents of Equimark to New 


York to accomplish such acts. 

27. As a direct consequence of the foregoing, FSC, a 
highly profitable business operation, commenced to operate at 
a loss, with the consequence that plaintiff was deprived of an 
opportunity to benefit, in the course of selling his 65,020 
shares of FSC stock to FSC, from paragraph 7 of the Employment 
Agreement and to calculate the purchase price as a multiple of 
a high annual earnings on behalf of FSC. 

"8. By reason of the foregoing, plaintiff has been 
damaged by the acts of Equimark in the additional sum of 
$1,018,568.34, no part of which has been paid altough the same 


has been duly demanded. 


29. By reason of the foregoing, plaintiff is entitled 
to recover punitive damages from Equimark in the amount of 


$1,018,568. 34. 


WHEREFORE, plaintiff demands judgment against defendant 
Funding Systems Corporation in the amount of $552,932 and 
against defendant Equimark Corporation in the amount of 
$2,590,068.68, together with the costs and disbursements of this 


action. 


ALEXANDER, KATZ & ROSENBERG 


By ../8/ dohn M. Burns, 111 


John M., Burns, IIT 
A Partner 
Attorneys for Plaintiff 
200 East 42 Street 
New York, New York 10017 
(212) 986-7730 


EXHIBIT "1" TO GERSON COMPLAINT 


EMPLOYMENT AGREEMENT 


. 
e 
team 


AGRECENT, sibcingi as = the 10th day of December, 
1969 ee FUNDING SYSTEMS CORPORATION, a Delaware 
Siiatak inn, having its principal office at — York, New York . 


("Funding Systems") and MARSHALL E. GERSON, resid: ng at 


New York, New York pitas y Goddeiy. the “Parties' : 


- 


WITNESS ETH: 


WHEREAS, Gerson and Stockton Forrest ("'Forrest") 


- oo. 


are the President and Executive Vice President, respectively, 

directors and substantial stockholders of Funding Systems| 

(Funding Systems, and its vee) owned subsidisries, Funding 
re Leasing Corporation and Funding Systems Capital 
iGonperstbod, teins hereinafter collectively referred to as 


the "Corporations"), and 


WHEREAS , the Board of Directors of Funding Systems 


recognizes that che services of Gerson and Forrest in. the 


manag ement of the Corpee ki opchoun been spewed and unique 


and desire them to continue in the employ of the Corporations 


‘ 
ro 


a 
. 


iy 


i , . . x . 
on a full-time basis in order to manage all the operations 
and affairs of the-Corporations; and 


- WHEREAS, a similar agreement between Funding 
’Systems and Stockton Forrest is being executed and delivered 


simultaneously with this Agreement; and_ 


, WHEREAS , oe Systems tine euthorized the 


execution and delivery to Gerson of this Agreements 


Now, THEREFO? Es in consideration of the foregoing 


premises and the mutual covenants hereinafter contained, 


- 


the Parties hereto agree as follows: 


7 destin Systems luveby employs Gerson and 
eee: hereby agrees to serve as Pensttnek: mad Chief 
Executive geeioe: we Pudine Systems and shall perform 
such other functions as he hay from cime to time be reasonably 
requested to cae by the Board of Directors of Fundins 
Systems, froin the date hereof through December 31, 1974 


unless employment fs sooner terminated pursuant to the 


provisions of this Agreement. In such capa.ity Gerson shall 


: a en Gy . ae eke le 

ie .- .:, have full and completé authority as Chief Executive ofiicer 
to manage the Oper art One business and affairs of the 
Corporations, including but mot limited to the planning 


and aes ng out of expansion of the existing business and 


- a patalti shane and. developing ne new busiaecees: ee 


° 
ot 


“to the provisions of a certain Purchase Agreement between 
® oe. Parties and another party entered into as of this date 
a “2 (Purchase Parernene ) the supervision of promotional , 
activities, the eibescheae of accounting firms, law firms 
- “a _, and the employment of all an determination of = 
their remuneration (including fringe benefits, stock pettus, \ 
{ : 


etc.) and the assignment of duties of all personnel. 


“2, Gerson shall devote all of his skills and 


ae efforts and his full business time and attention to the 
faithful performance of his duties provided in this : 
Agreemero, 7 3 oe 

4, i : : = ‘ .° : wy . 

i “ 3. Funding Systems shall pay Gerson for all 


& 


.) ee services to be rendered by him in any vies aunaange pursuant 


to this Agreement, including services as an officer, direc- 


tor,’ ‘member of any committec or otherwise, an aggresate 


we ee 


= oe os a, 


a“ : as _ | BEST COPY AVAILABLE 


Se < 
<7 


salary at a rate of $38,600 per annum commencing at the 
: 


date hereof through -Decenber ai, 1974, payable in equal 


‘sem{-monthly installments. 


ny wae Bacine ae term of Geecon! s s employment under 


hie Agreenent and a further wet tod & of at. least one but not 


e 


more than three years after the termination eee. which 


o — shall be determined by notice given to reer by 


:  peudine systens within thirty (30) ‘days of such termination, 


unless beeninated as a result of a breach of this Agreement 
. by the Covporaticar, providing that Funding systems a 

; continue to Bey him his sane established full salary during 
such further period, Gerson shall not directly or indirectly 
as substantial etockiel den, cae ae partner or otherwise, 
' for his own benefit, er for or with any pereon, ‘fee oy 
corporation, or any of the Corporations, | or any successor 

to the business of the Corporations, ime in any business 
similar a the ‘businesses performed by the Corporations 
Suetne the term of Bite Agreemont, provided, however, that 


nothing in this Agreement shall prevent Gerson from engaging 


oo eetiicttives with -Funding eas Equity Corporation or 
: 
ay 


iis 


° a ° 


ye a. : 
other businesses operated separately from the Corporations 


as contemplated in the Purchase Agreement. 


ao In the event ‘that (G) Gerson ae. during 
phe t term of this Agreenent, fail to perform his ei 
So due to death, illness or other incapacity and : 


- 


aide $iimess. or other incapacity shall continue for a 


* period cf six. ae er (i) Gerson ahaa willfully breach : 
any of the agreements oe the Board of Bichceay oe 
Sundae Spores shall have the right, by written notice 

_ given to Gerson, to beretnety his employment hereunder as 

of a date to be epeeleies in such notice, which date shail 
not be carlier than the date ot delivery of such — 
and, ‘further, shall have said right to terminate for good 


cause, which means me this Ag epeument gross negligence, 


dishonesty, or wanton disregard for his dueies or position, 


.- 


fs The Parties agree that there is no adequate 
“remedy at law for any breach of this Agreement and agree 
that any such breach shall entitle any party which is 


poteritially harmed to secure equitable relief in any court 


. 


ved 


a 


q : : —_ . . ; . .. : i = . ele : + 
-. of competent jurisdiction without having to give bond. 
. : : Ste “3 : 


~ 


hee Notwithstanding sag Ghee aroytetin of tis 
Agreement or of the Purchase Agreement, in the event thet 
: @) the Corporations or any of them shall breach this : 
Agreement ox the said Purchase Agreenent, or: (i) che” 
‘employment of Cescen and Forrest. or either of them shall 
‘be terminated against their wil ie other than wis ee 
pareereph 5 hereic. or in Gerson or ' Forrest are at any 
time prevented from functioning as chief Executive officer 
and Chief Operating officer, oapeck Looe, of the i an 


tions, other than pursuant: to paragraph 5 herein, ~— 


_ Systems shall pan demand by Gerson purchase all, has not 


less than all, the nee of stock of Funes Systems then 

- owned by Gerson at a price per ‘share equal to twenty times 
the amount obtained by dividing the eonsotidaved net after~ 
tax earnings of the Corporations for the twelve month 
period ending on “the date of such demand by the average 
number of shares oibebandine ouceae such pexiod, or $4.06 


per share (adjusted for stock splits), whichever is greater, 


which purchase shalt be completed within thirty days after 
- : 


Fd 


receipt E of stich demand, previded, however, that if Geren, 


shall own more than 20¢ »000 of said shares (edjusted for 
-stock splits) Funding Systems shall be required to pur- 


chase no more than 200 ,000 of said shares (adjusted ‘for 


stock splits). 


. Sy =e Ren etary ay 
- . 3 * A SEY had 
. ‘ P « E . 


é. 1 This en micsnt: me ~ersonal to Gerson and 


Be ‘shall ‘neither assign his rights nor delegace his duties 


and authority hereunder. This Agreement is intended to 


“bind and inure to the benefit of purdine Systems and its 


.ce 
- 


respective successors and assigns. re 


9. Gerson shall not divulge to any person, 


7 firm or corporation during the period of his employment, 


- or at any time thereafter, any trade secrets which vaay be 
friparted to or learned by him in the course of his employ- 


~ 


ment, or the names of the Corporations’ customers or of 
any person, firm or cue cgeeuee dealing with or employed 
es the Corporations during the period of his employment 
and he shall deliver to Funding Systems all lists of cus- 
tomers and all other sieserey velatiae to its business 


which may be entrusted-to him. ~ 
OT eye ae 
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= 10. All notices, requests, demands oa ne 
. communications hereunder shall be in uz writing and shall 
be deemed to have been duly se pa delive’ ‘ed or eaten 

7 taese Gls Sy soa “prepaid, return receipt requested” 


2 to one or more be the Corporations, at 440 Park Av enue, 
New york, New ae, and if to Si 251 East SheG% 
Street, New, forks New aka or at such oe address or 
“addresses: as to the party or parties shali poke furnished 
ee the: other party or parties in writing. Copies of all 
ae shall be sent to criggs, Moreland, Blair & phen, 
1707 Henry Gee = Building, Pittsburgh, Pennsylvania, 
attention: Donald C. Bush, Esq., and to Webster Sheffield 


Ah ee Hitchcock & Brookfield, One Rockefeller Plaza, 


‘New ‘York, New Merk peeection: Theodore S. Lynn, Esq- 


oil. = any provision ot this Agreement shali 
be found by é a court we ‘competent jurisdiction to be un- 


reasona able, and therefore unenforceable, in that it imposes 


— = 


a restraint — an ‘employee more extensive then the 
legitinate interests of an Sie lose* sought to be protected, 


the Parties waive such provision, but only to the extent 
/ 4 ( i 


4 
cae 
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that such provision is’ found by such court to be un- 


= ~ 


enforceable. ey agree. that such proses may ‘be 


modified by such court so that it becomes ie annie and 


eee 


enforceable and, as modi fied, will be enforced as any other 


“provision hereof, all the other prov! stone hereof con- 


: _tinuing: in full force and effect. Such a modification, 
Tieceeen, will be effective only 3 in the legal proceeding 
of which it As a pare and only on the facts to which it 


~ 


is applied; all provisions herein will be applied as 


<e 


written, to the extent eeepc chil. in any other legal 


-- proceeding or on any other facts. 

: 12... Be modification of any term, condition or 
covenant contained fa this Agreement or waiver of any 
breach thereof, shall be flee i unless nepeoyes in 
writing by all of the Parties. No waiver of any breach 
of on term, Boudition e¢ covenant contained in this. 
Agreomen® ahhh be decand a waiver of similar terms in 
the future nor aust a waiver of any breach be deemed 

a "waiver of subsequent bresehes in the cee Theve 


are no terms, obligations, covenants or ‘condi tions other 


A=36 


Oe ot . io ‘ ® rl 
than those contained herein. 
. rs . ‘ . . ae 


e Mes 


This Agreement shall be governed and construed 


in accordence with the laws of the weet New York. 


_ FUNDING SYSTEMS "CORPORATION 


i ee. oe — - By ok ras Suber 


Executive Vice eo 


« 


Naepeit Getson OY 


In consideration of the mutual agreements herein 
contained and other good and valuable consideration, the 


receipt of which is hereby acknowledged, Funding Systems 


Corporation (the "Corporation") and Marshall E. Gerson 


("Gerson") hereby modify the Employment Agreement dated 

peceabar An, 1969, between the Corporation and Gerson by 

substituting the words "Chief Executive Officer" for the 

word Erseteaat on dee 1 cf such Employment Agreement 

and by deleting the words  Eeestaene and'' from the second 
—ine of Paragraph 1 on page 2 of such Bees 


Agreement. 


- 


FUNDING SYSTEMS CORPORATION 


i - ve ) Bree VO 
ee \ bGco Qasr — 


Marshall re 


EXHIBIT "2" TO GERSON COMPLAINT 


Auguot 6, 1974 


CERTIFIED WAIL 
RLU RECEIPT WM QULSTED 


Funding Syatens ceteret ron 
“One Ollvor Plaza 
210 Bixth Avanie 


ver 


Pittsburg, Ponney Lvanta " 18222 oe 


Attentlon: ir. Ho deiiges hig ye ikea 
Presidont. 


Rat tlarohall UL. Gorgon 


Dear Jiri a 


I om counsel to Marshall F. Gorsen, and I havo 
recently revieved wlth him his Ermploymont Agracmoant dated 
December 10, 1969 with your company and the clrcunstancos 


of h$s departure ao Chiof Excoutive Officer of your 
Corporation. 


Poragraph' 7 of that Employmont Aareemont providoy 
that tn tho event that Mr. Garson ba proeveantaod from functlon= 
ing aan Chief Executive Officor, he ahall be entitled to” 
tondcr the 65,020 ohnroa of stock of your Corporation ownad 
by him to your company for a prico, after adjustments for .,. 
rovaerso stock split, of $8 per shara. 

An you know, Mr. Gernon's 1osignation wag not 
voluntary and bin Employmont Agreement wad breached aubatan- 
tially prior to his departura, Wihhout oe to dotail ' 


Funding Syutems Corporation August U0, 1974 


ie “ ac ae 
: b Pe ane et, i salir 
. 5 +e eee aot Ne gog.. Se yy,, ie 
ee aed ee ae ee re 


oom ce Newmar e® hee wv ace 


all of the interforences with hin porfonnance of hin 
duties, it Jn nuffiefont to refer to tho mandated chango 
$n nccounting firma and the refusal to honor Mr. Gergon's 
remuneration commitments to other employeos of your 
Corporation, both items being oxplicitly referred to n 
i ek i. Of that Io oe in Ranerent. 

Therefore, on behalf of Nr. Garson, I hereby 
tander to your company tho 65,020 shares of your conpany's 
stock preacntly hold by Mr. Gorgon and registered in his 
none, to be purchased by you as providad tn tha Employmont 
Agraoment for a price of 68 per gha.2. Wo are prepared to 
doliver the COrtlisGates fox theasa e.::a8 promptly against 

payment therofor. 


Pleano be advised that pursuant to that Hmploynant 


. Agroement, as subsequently modified with respoct to salary, 


there in due to Mr. Gerson tha aum of $32,772.00 through 
the remainder of this calendar yoar. Wo heroby also maka 
domand for paymont of that amount to Mr. Garson. 


Very truly youra, 


dob f. Wiens, TTT 2 


Andergon, Moreland & Bush 


 guccessora to 


Griggs, Moreland, Blair 6& Anderson 
1707 Nenry W. Oliver Bullding 
Pittoburgh, Pennsylvania 15222 
AttontLon: Donald C. Bush, kaq. 


Wobutor Sheffield Ploiechmais 
Hitchcock & Brookfield 

One Nockafeller Plaga 

New York, New York 

Attontions Theodore 8, Lynn, Esq. 


fo see 
ea ‘ 
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EXHIBIT "3" TO GERSON COMPLAINT 


* oon . 


WPNE CORPOR SS. LIQUN Peet Olfne Por 32°0, Dither, Pomeylrania 18220, 212-475-2600 


December 


ferchall Gerson, Tresittient 
Funding Syslens Corporation 
WHO Park Avenue 

New York, New York 10022 


Dear fir. Gerson: 


Pursuant tp our ciiscussions, vou are herchy advised 
that VPN Corperation hac revieved the Employment Arcree- 


ments entered oelttecn Fundins Systems Corvoration and 
larsinall] EE. Gerron and Stockton Forrest, dated December 
10, 2060, anphoves of saat Gid 1211 use its best- efforts 
fo cause Pinviin: Byelens Corporation vo carry oul the 
terms of these Employment Agreements. 


Very truly yours, 
VPUB CORPORATION 


; : cs Maat ies L_' 
: ae uo 4 i 


G. Howard Arensbere, dr. 
Vice President 


an 


EXHIBIT “2" TO COMPLAINT 


oo 


MFUNDING SYSTEMS CORPORATION 


NOTICE OF ANNUAL MEETING OF STOCKIIOLDERS 


December 27, 1974 


The Annual Mectine of the stockholders of Fuxpinc Systreats Convonation will be held at 
Chatham Center, 2nd Floor Ballroom, Center and Washinuton Place, Pittsburgh, Pennsylvania on 
Friday, December 27, 1974 at 9:00 A.M, Eastern Standard Time for the following purposes: 


(1) ‘Yoclect six die ctors for the ensuing year; 


(2) ‘Yo consider and vote on a proposal to approve the appointinent of Price Waterhouse 
& Company as inde pendent auditors to examine the consolidated financial statements of the 
Company and its subsidiaries for the fiscal year ending December 31, 1974; 


(3) ‘bo consider and vote on a stockholder’s proposals (i) that the Board of Directors pro- 
pose nominces for clection as directors, at least a majority of whom will he neither nominees of 
hor im any manner previonsly or presently employed by or affiliated with Equimark Corporation, 
Eqnibank N.A., er any other subsidiary or corporate affiliate of Mquimark Corporation, (ii) that 
the Board of Directors establish a Corporate Audit Committee composed. exclusively of such 
divectors wad (iii) that the Company publish and mail to stockholders a certain quarterly stock- 
holders report; 


(4) ‘To transact any other business which may properly come before the mecting or any 
adjournment thereof, 


The Board of Directors has fixed the close of business on November 22, 1974 as the record date 


ely 


for the determination of the stockholders entitled to notice of and to vote at the mecting and any 
adjournment thereof. a 


By the order of the Board of Directors, 


LP. Pensisrk 
Seerclary 


December 16. 197-4 


If von will not be present at the mecting. please date, sign and 
return promptly the enclosed proxy in the accompanying envelope. 


LE 


eect CLL LLC LIA 


on <p cameron A leat ae ~ 


S UNDING SYSTEMS CORPORATION 
One Oliver Plaza, 216 Sixth Avenue 


Pittsburgh, Pennsylvania 
PROXY STATEMENT 
Kevocability of proxy 


The shares represented by all properly exceuted prosies which are received by the Company 
will he voted in the manner specified. A proxy may be revoked at any time before it is voted by 
written netic: to the Seerctary of the Company. 


Persons making the solicitation and date of first solicitation 


The enclosed proxy is being solicited by the management. Solicitation mov be made by mail, 
telephone, telegraph or ins person commencing Deeceinber 16, 1974. The cost of solicitation will be 
paid by the Company. Jn addition, arrangements may be made with brokerace houses and other 
custodians, nominees and fiduciaries to send prexics and proxy material to their principals. No solici- 
tation is to be made by specially engaged employees or other paid solicitors. 


Voling secuntiies and principal holders thereof 


The Company's common stock is its only class of voting securities, On November 22. 1974, there 
were 1.074.350 shares of common stock outstanding. exclusive of treasury shares Holders of these 
outstanding shares are entitled to one vote per share. Shares of common stock held by the Company 
as treasury shares may not be voted. 


As stated in the notice of mecting, stockholders of record at the cluse of business on November 
22, 1974, will be entied to vole at the mecting. 


auimak Corporation (eqnimak”), a holding company, the principal subsidiary and asset. of 
which is Fquibank NOAL (Equibank’), is the record and beneficial awner of 580,575 shares of the 
Company's outstanding Common Stock, or 54% of the outstanding «cing securities of the Company. 
To the knowledge of management, no other stockholder owns iv% or more of the outstanding shares 
“of the common stock of the Company. 


I. NOMINEES AND DIRECTORS 


The number of dircetors of the Company is presently fived by resolution of the Board of Directors 
alsix, cach of when is annually elected and holds office until the next annual mecting of stockholders, 
or until his snecessor is duly elected and qualified. It is intended that a vote under the proxy will be 
cast for the following: nominees who have been designated by the Board of Directors: Willan i. 
Tiever, Willtam Mi. Polls. dr. Robert FP. Kastelie, Harold PL Pernisck, Garry 1, Pote. and Revinalel Y, 
Rohosson, To any such nominee is not a candidate for election asia director at the mecting, an event 
which the management docs not anticipate, the proxy will be voted fora substitite nominee and for 
the others named above. All of the foregoing persons are now directors of the Company. 


With respect to each person nominated for election as a director, the following information is 
supplied: 


Name 


William E. Bierer 


William M. Holls, Jr... 


Robert F. Kastelic 


Position and 
office with 
the Company 


Chairman of 
the Board 


President and 
Chief Executive 
Officer 


Treasurer 


Shares of 
Kquity 
Securities 
Sharesof of Kaquiimnark 
Common (other than 
Stack director's 
of the qualifying 
Company shires) 
Lirst beneficially beneficially 
hee ate ow ned OW ned mn 
Principal adirector October 31,  Octaber 31, 
occupation (year) 1974 “1974 
President, 197-4 — §30 
quimark and 
equibank 


President and 
Chief Executive 
Oificer of the 
Company 


Senior Vice 


President, 
Equibank 
Vice President, ” 


Equibank 


Harold P. Pernisck .... Secretary 


Treasurer, 
LEguimark 


Carry L. Pote 


bs 


Senior Vice 
President, 


LEquibank 


Reginald P. Robosson . 


Principal occupations and employment of nominees and directors during the last five years 


Mr. Bierer was Senior Vice President of Western Pennsylvania National Bank (now Equibank) 
from 1968 to 1970, and from 1970 to 1973 he was Executive Vice President of Equibank. He has 
heen President of Equibank since 1973, and became President of quimark on August 13, 1974. Mr. 
Bierer was clected Chairman of the Board of the Company on February 25, 1974, 


Mr. Holls was employed by GAC Finance Company as Assistant Vice President from 1968 to 
1970, Vice President from 1970 to 1972 and Senior Vice President from 1972 to 1974. He was elect. 1 
a director of the Company and its President on April 16, 1974, and its Chief Executive Officer on 
December 6, 1974. Mr. Holls was also elected a Vice President of Equimark in 1974. 


Mr. Kastelic was Vice President and Comptroller of Mercantile Bancotporation, Inc. in St. Louis, 
Missouri from prior to %.3 to January, 1972. From February 1, 1972 to October, 1973, he was Vice 
President. and Camptraitier of Equihank. Since October, 1973. he has heen Senior Vice President 
Finance and Operations Group of Equibank and Vice President-Finance, Equimetk, He was elected 
a director of the Company on March 23, 1973 and its Treasurer on March 22, J974. 


Mr. Pernisek has been a Vice President of Equivank since 1968. He was elected a director and 
Seerctary of the Company on May 2, 1973. 


meee ate meme 
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Mr. Pote attended the Wharton Graduate School at the University of Pennsylvania from 1968 to 
1970. From 1970 to 1973 he was employed by Merrill Lynch, Picrce, Fenner & Smith, Inc. in New York, 
New York as an investment banker, and in 1973 he was elected Treasurer of Equimark. Mr. Pote 
was clected a director of the Company on February 25, 1974. 


Mr. Rohosson has been Senior Vice President - Banking Group of Equilant: since August, 1975. 
He was Vice President - Metropolitan Banking at Equibank from August, 1970 until January, 1973 
when he became Senior Viec President - Commercial Banking. From March, 1969 to July, 1970 he 
was employed as Vice President - Finance of Western Spruce Sales Incorporated. He was elected 
a director of the Company on November 22, 1974. 


a 
Remuneration of directors and officers 

The following table sets forth all direct remuneration paid hy the Company and its subsidiaries 
durin the vear ended December 31, £973. to cach of the dircetors and officers of the Company 
whose aggiegate direct remuneration exceeded $40,000, and to all directors and officcrs of the Com- 
pany as a group. 

Capacities in © Awregate Direet 
Name Which Received Remuneration _ 
Marshall LE. Gerson Chairman of the Roard and § 46,320 
Chief Executive. Officer 
Thomas 1. Wilshire oo... President . 45,900 
William J. Goss .. Vice President and Con- 45,000 
troller, Treaster and As- 
sistant Secretary 
All directors and officers as 150,051 
a group (nine persons) 

Durie the vear ended December 31, 1973, the Company had no annuity pension or retirement 
plan that would pay benefits to any officer or director in the event of retirement at nombal retirement 
date, nor were anv options to purchase any securities from the issuer or any of its subsidiaries granted 
to any officer or director. : 


Mr. Gerson resigned as a director, Chairman of the Board and Chief Executive Officer of the 
Company, and from all other offices he held in subsidiaries of the Company, on Febrmary 15, 1974. 


Mr. Wilshire resigned as President and a director of the Company, and from all other ollices he 
held in subsidiaries of he Company, on April 16, 1974. 


Mr. Coss vesianed as Viee President, Controller, Treasurer and Assistant Secretary of the Com- 
pany, and from all offices he held in subsidiaries of the Company, on January 25, 1974. 


No officer or director of the Company presently receives direct remuneration froin the Company. 
Equimark compensites the officers and directors of the Company and is not reimbursed by the 
Company. 

Transactions with management and others 


In consideration of the issuance to it by the Company of warrants expiring on Decembee 34, 
197; and exercisable at $12 per shace, Equimark had guaranteed, at December 3, 1973, an aggre: 
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giate of $2.000,000 of the Company's unsecured indebtedness to banks borrowed: for the interim 
financing of equipment purchases; at October 31, 1974, this fignre was $1,500,000. Equimark also 
held at December 31. 1973, $3,300,000 in notes payable by the Company with interest fietaating at 
the rate of 20% above the prime rate, secured by certain: lease receivables and certain notes. of, 
investors in real estate limited partnerships; at October 31, 1974. this figure was $7,325,000, At 
December 31, 1973, additional short-term secured indebtedness to Equimark Commercial Finance 
Company (formerly WPNB Financial Corporation), a wholly-owned subsidiary of Equimark, 
amounted to $651,283 with interest fluctuating at the rate of 567 above the prime rate; at October 3}, 
1974 this figure was $169.272. At December 31, 1973 and at Octoher 31, 1974, Equimark Commercial 
Finance Company held notes payable by the Compeay in the principal amount of $2.160,000. secured 
by dease receivables and equipment, and bearing interest fluctuating at the rate of 2%0 above the 
prime rate. Proceeds. of such loans were used by the Company for working capital and general cor- 
porate expenses. Equimark is also the holder of $3,500,000 princ’pal amount of the Company's 84270 
subordinated convertible debentures due 1981. Tn the opinion of management of the Company, the 
terms of the forecoing Uansactions with Equimark were as fair as could have been negotiated by 
the Company with a non-affiliate of the Company. . 

The Company paid Webster Sheflicld Fleischmann Hitchcock & Brookfield, its general legal 
counsel, Jegal fees aguregating $111,500 for the period beginning January 1, 1973 and ending May 2, 
1973. ‘Theodore S. Lynn, a partner of this firm, was Sceretary of the Company until his resignation on 
May 2. 1973. , : 

William J. Goss, Vice-President, Controller, Treasurer and Assistant Secretary of the Company, 
nntil his resignation in January, 1974, was indebted to the Company in the principal amount of 
$39,160, with interest at 5So per annum, as of January 1, 1973. This amount was the largest principal 
amount of the indebtedness outstanding during the year. The debt was incurred in coanection with 
Mr. Goss’ acquisition during 1971 of 5,000 shares of the common stock of the Company at $8.00 per 
share, pursnant to the Company's former Executive Stock Purchase Plan, and was evidenced by a 
non-recourse note secured hy such shares. During July, 1973, pursuant to the terms of the Plan, Mr. 
Coss elected to return such shares to the Company thereby cancelling the related debt. At such 
time, the over-the-counter bid and ask prices for the Company's shares were $1.375 and $1.623 > 
respectively. 

Li 
2. APPOINIMENT OF AUDITORS 

The Board of Directors has. subject to approval by the: stockholders at the anunal meeting, 
appointed Price Waterhouse & Company to examine the consolidated finangial statements of the 
Company and its subsidiaries for the fiscal vear ending December 34. 1974. The members of the 
firm of Price Waterhouse & Company have no financial interest in, nor have they had any connection 
with, the Company or its subsidiaries except in the capacity of independent certified public 
accountants. 

Price, Waterhouse & Company. acted as independent auditors in examining the consolidated 
financial statements of Equimark for the fiscal year ended December 31. 193, and will act in such 
capacity for Equimark for the fiseal year ending December 31, 1974. 

3%. STOCKHOLDERS PROPOSALS 


Richard §. Kave of 37 West 57th Street, New York, New York 10019, who is the holder of record 
of 5.000 shares, has informed the Company in writing that he intends to present at the meeting the 
following resolutions for action by the stockholders: 


PROPOSAL A—BY A STOCKITOLDER 


“Resolved, that the stockholders of Funding Systems Corporation, assembled in meeting in 
person and’ by proxy, hereby request that the Board of Dircciors take steps necessary to end the 
‘all inside’ Board of Directors by proposing nominees for election to. the hoard, at Jeast a 
majority of which will not be nominces of, nor in any manner previously or presently employed by 
or affiliated with Equimark Corporation, its wholly-owned subsidiary Mquibank N.A., or any other 
subsidiary or corporate affiliate of Equimark Corporation, a stockholder that presently is in full 
control and dominates the Board of Directors of Funding Systems Corporation, and by operation 
of its By-Laws fully responsible for the management of the Corporation.” 


A statement in support of this resolution submitted by Mr. Kaye is as follows: 


“The election of ‘outside’ directors on the Board of Directors of publicly owned companies 
has become a widely accepted practice. Outside directors can add perspective, render invaluable 
independent judument and objectivity to corporate decision-making. In many cases they function 
elfectively as representatives of both the public interest and minority sharcholders, and make 
substantial contribntions to improving, corporate credibility. They can be especially helpful in 
suiding and monitoring the company’s timely and adequate disclosure practices. The latest 
joint study of the Conference Board and the American Society of Corporate Secretaries on cor- 
porate directorship practice showed that outside directors represented a majority of the board 
in §6% of the non-marifacturing companies and 71% of the manufacturing concerns. The bene- 


fits of having outside representation on the Board of Directors are both well-documented and 
widely acknowledged.” 


For the following reasons the Board of Directors recommends a vote AGAINST this proposal: 


Each nominee for director proposed by management has experience in the financial com- 
munity and an intimate knowledge of the Company's operations and affairs. It is the duty of 
directors to act in the best interests of all the stockholders of jhe Company rather than any 
particular group. The proposal calls for a hard-and-fast rule that a majority of directors he 
so-called “outside” directors. Management believes that it is more important to select as directors 
experienced individuals who can work together to oversee the Company's affairs than it is to 
adopt a hard-and-fast rule with respect to “outside” directors. 


The Board of Directors recommends that the stockholders vote AGAINST this proposal. 


PROPOSAL B—BY A STOCKHOLDER 


“Resolved, that the stockholders of Funding Systems Corporation, assembled in meeting 
in person and by proxy, hereby request that the Board of Directors take the steps necessary to 
establish a ‘Corporate Audit Committee,’ composed exclusively of ‘outside’ directors, to. he 
charged with the full responsibility of recommending to the stockholders the seleztion of the 
outside independent anditor, reviewing the adequacy of internal controls and reviewing the 
scope and results of the audit as well as promote independent and critical thought.” 


A saatement in support of this resolution submitted by Mr. Kaye is as follows: 


“In recent years, a farge number of companies have established Corporate Audit Com- 
mittees. Such commnitices are usually and preferably composed exclusively of ‘outside’ as 
opposed to- ‘inside’ directors. These directors can support the independent role of the outside 
auditor and provide improved communications between the Board and the outside auditor. + 
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They aid the other directors in fulfilling, their responsibilities to the public, all sharcholders, the 
investment community and financial institutions as well as other types of users that rely on the kind 
of information contained in financial statements to make economic, loan and/or investment decisions. 
A vigorous Corporate: Andit Committee can stimulate improved financial reporting and control and 
strengthen the credibility of corporate reports. The Audit Committee can objectively assess the ac- 
counting principles followed by the Company relative to prevailing, practices in ils industry and 
determine whether or not those principles are unduly conservative or liberal. The concept of a Cor- 
porate Audit Conmnitice no longer represents .a. corporate Juxury but has in fact become a vital 
necessity for Funding Systems Corporation.” 


For the following reasons the Board of Directors recommends a vote AGAINST this proposal: 


The entire Board of Directors now receives reqular reports from officers of the Company and its 
subsidiaries regarding every important detail-of their operations. The Board is also fully advised of 
the progress of the periodic andits which are made by the Company's independent auditors. Manage- 
ment believes that a Corporate Audit Committee would not fill any function that is not adequately 
performed by the Board of Directors. 


The Board of Directors recommends that the stockholders vote AGAINST this proposil. 


PROPOSAL C—BY A STOCKIIOLDER 


“Resolved. that the stockholders of Funding Systems Corporation, assembled in meeting in person 
and by proxy, hereby request that the Board of Directors take steps necessary to publish and mail to 
sharcholders a quarterly sharcholders report, cach containing comparative eperating results as well 
as condensed interim balance sheet information and funds flow data, along with an appropriate 
management analysis and narrative explanation of significant periodic changes with respect to liquid 
assets; net working capital, long term liabilities, stockholders equity, amounts of items of revenues and 
expenses, Investment return, accounting principles. or practices that have a material effect on compar- 
ability of net income, the disposition of a material asset or any event that will materially reduce 
revenues or earnings in subsequent periods.” 


Astatement in support of this resolution submitted by Mr. Kaye is as follows: 


“The growth and general.acceptance of timely quarterly financial reporting to stockholders has 
heen widely acknowledged as a sound management function and practice. Many stock market observers 
believe that the quarterly report exerts as great an influence on the market performance of a company’s 
securities as the annual report. For this reason, many companies go to the a:lditional expense of 
mailing timely quarterly reports to sharchalders. Quarterly reports to Funding Systems Corporation 
shareholders will fll-an important gap that now exists. Adoption of this proposal will enable stack- 
holders as well as potential investors to understand and ‘evaluate the company’s progress as well as 
assess the source and probability of recurrence of earnings or losses. This will constitute a responsible 
definitive disclosure standard for the company that has long been totally lacking. As such, although 
there may be circumstinces under whieh a disclosure item falls outside of the areas previously set forth, 
adoption of the proposal will he some semblance of management accounting to investors. Nevertheless, 
where any item is material to an understanding of the company’s performance whether or not therein 
sct forth, appropriate disclosure should be made by management in the quarterly financial report.” 
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For the following reasons the Board of Directors recommends a vote AGAINST this proposal: 


The Company complies with the reporting requirements of the Securities and Exchange Com- 
mission, including the filing of annual and quaiterly reports, as well as periodic reports which keep 
stockholders and the public informed of events of material importance. In addition the Company has 
furnished to all stockholders a copy of the Form 10K filed in 1974. The Commission has recently 
amended its annual reporting requirements to improve the flow of information to stockholders, and 
the Company intends to comply in all respects with the new requirements. Management does not 
believe stockholders would obtain any overall benefits from quarterly stockholders reports. 


The Board of Directors recommends that the stockholders vole AGAINST this proposal. 


OTHER MATTERS 


As of this date, the management knows of no business which will come before the mecting other 
than that sct forth above, but if any other matters properly come before the meeting, the persons 
named as proxies will vote on them in accordance with their best judgment. 


FINANCIAL STATEMENTS 


The Form 10K for 1973 filed by the Company with the Securities and Exchange Cammission, 
including financial statements, was mailed to all stockholders on April 4, 1974. The same materials 


were mailed on December 11, 1974 to stockholders of record on November 22, 1974 to whoin such 
materials had not previously been mailed. 


The Gompany’s financial statements for the year 1973 have been examined by Price Waterhouse 
& Company, independent certified public accountants, They were appointed by vote of the stock- 
holders at the 1973 annual meeting. A member of that firm will be ; sent at the annual mecting 
and will be available to answer such questions as may properly be asked of him. 


The stockholders are urged to send in their proxies without delay. Prompt response is helpful, 
and your cooperation will be appreciated. 


By order of the Board of Directors, 


H.P. Peenisre 
Secretary 


Pittshareh, Pa, 
December 16, 1974 


ORDER TO SHOW CAUSE 


ORDER TO SHOW CAUSE 


Upon reading the complaint herein, a copy of which is 


annexed hereto, and the affidavit of Richard S. Kaye, sworn to 
December 20, 1974 annexed hereto it is hereby ordered that 
defendants are hereby ordered to show cause at a term of this 
Court for motions to be held in Room 506 in the United States 
District Courthouse for the Southern District of New York, 
Foley Square, City and State of New York, on the 26th day of 
December, 1974 at 9:30 o'clock in the fore noon of that day, or 
as soor. thereafter as counsel can be heard, why an order should 
not be issued pursuant to Rule 65 of the Federal Rules of Civil 
Procedure for the United States District Courts, preliminarily 
enjoining and restraining, pendente lite, until the final dis- 


position of this action, defendants and their officers, 


directors, agents, servants, employees, subsidiaries, succesdérs 
and assigns and each of them and all persons, firms and corpo- ': 
rations acting under, through or for them and alli persons, firms 
and corporations acting in concert or privity with them or with 
any of them from causing or permitting defendant Funding Systems 
Corporation to hold an annual meeting or any meetings of its 
shareholders, presently scheduled for December 27, 1974, until a 
reasonable time after the distribution to its shareholders of a 
proxy statement disclosing material facts as are referred to in 
the complaint herein and which are omitted from the prosy state- 
meni circulated to its shareholders in respect of the proposed 
meeting of December 27, 1974 and bearing the date of ii 
16, 1974 and from causing or permitting defendant Equimark Cor- 
poration to vote shares of stock of FSC acquired by it in 
violation of the Bank Holding Company Act 
(a) to create a quorum at any meetings of the 
shareholders of FSC; 
(b) to exercise any control over the business 
affairs of FSC; and 


(c) to vote any of the unlawfully acquired stock, 


all on the grounds that the proxy statement dated December 16, 


1974 and iss.e* \.y defendant Funding Systems Corporation fails 
and omits to disclose material facts and on the peer that the 
stock of Funding Systems Corporation acquired by defendant 
Equimark Corporation in violation of the Bank Holding Company 


Act was unlawfully acquired and should not woe voted; 


It is further ordered that sufficient cause appearing 


therefor, personal service of a copy of this Order to Show 
Cause and the papers upon which it is based by delivery thereof 
to the offices of defendants, or to the attorneys appearing 
therefor, on or before noon of December 23, 1974, shall be 
sufficient. 


Dated: New York, New York 
December 20, 1974 


[s/f Robert L. Carter 


U.8.D.d. 


AFFIDAVIT IN SUPPORT OF MOTION 
FOR PRELIMINARY INJUNCTION 


AFFIDAVIT IN SUPPORT 
OF MOTION FOR TEMPORARY 
RESTRAINING ORDER AND 
PRELIMINARY INJUNCTION 


*'s 


STATE OF NEW YORK ) 


COUNTY OF NEW YORK ) 


RICHARD S. KAYE, being duly sworn, deposes and says: 

1. I am the plaintiff herein; I am the beneficial 
owner of recor... of 5,000 shares of common stock (the "Stock")' 
of defendant Funding Systems Corporation ("FSC") and I submit this 
affidavit in support of my within motions for a temporary restrain- 
ing order and a preliminary injunction, preliminarily restraining 
FSC from holding an annual meeting, or any meeting of its share- 
ees presently scheduled for December 27, 1974, until a 
reasonable time after the distribution to its shareholders of a 
proxy statement (the "Proxy Statement") disclosing material facts 


referred to in the complaint le¢rein and which are omitted from 


the Proxy Statement circulated to its shareholders in respect of 
the proposed meeting of Decumber 27, 1974 and bearing the date of 
December 16, 1974 and for a temporary restraining order and a 
preliminary injunction restraining defendant Equimark Corporation 
(*tenimarie’) from using its purported ownership of Unlawfully 
Acquired Stock. 

(a) to create a quorum at any meetings of the share- 
holders of FSC; 

(b) to exercise any control over the business affairs 
of FSC; and 

(c) to vote any of the Unlawfully Acquired Stock. 

2. Annexed to the complaint herein as Exhibit "2" is a 
copy of the notice of annual meeting of FSC's stockholders and 
the Proxy Statement. The Proxy Statement contains three proposals 
made by me as follows: 

(a) A proposal that a majority of the Board of 
Directors of FSC be independent of Equimark; 


(b) A proposal that FSC establish a "Corporate Audit 


Committee" composed of members of FSC's Board of Directors who 


are independent of Equimark; and 
(c) A proposal that FSC furnish its shareholders with 


quarterly shareholders’ reports. 


3. The Proxy Statement fails to diecines that the shaves 
of Stock wrich constitute Equimark the majority owner of FSC were 
unlawfully acquired under the Bank Holding Company Act. The fact 
that the shares, and their number, were unlawfully acquired is 
established by the following facts: 

(A) Annexed hereto as Exhibit "A" is a copy of a tender 


circular (-he "Tender Circular") issued and distributed by Equi- 


mark respecting shares of the Stock of FSC and dated April 19, 


1974. The Tender Circular establishes that 

(a) Equimark “is a registered bank holding 
company" (Exh. "A," p. 4); and 

(b) Equimark purports to own 54% of the outstand- 
ing shares of FSC (Exh. "A," p. 1) or 580,575 shares of FSC 
(gn. "A." p. 7), 

(B) Annexed hereto as Exhibit "B" is a copy of a 

Form 10-Q, Quarterly Report, for the quarter ended Septenber 30, 
1974, filed with the Securities and Exchange Commission by and on 
behalf of FSC. The Form 10-Q establishes that there are 
1,074,350 shares of the Stock outstanding excluding treasury 
shares (Exh. "8," p. 4) and that there is no other category of 


stock issued. 


(C) Annexed hereto as Exhibit "C" is a copy of a letter 
dated April 13, 1972 from the attorney for Equimark to the Board 
of Governors :.f tne Federal Reserve System (the "Board") which 
establishes tha’ Equimark made the following acquisitions 
of the Stock on the indicated dates*: 

Date Number of Shares 
August 13, 1971 90,3735 


November 19, 1971 105,000 


(D) Annexed hereto as Exhibit "D" is a lette.: dated 


May 23, 1972 from the Board to Equimark's attorney which estab- 
lisnes that the acquisition of FSC Stock by Equimark described 

in paragraph "4" (the “Unlawful Acquisition") hereof was unlawful, 
and annexed hereto as Exhibit "E" is a letter to me from the 
Board dated May 3, 1974 which establishes that Equimark did not 
receive prior approval for the Unlawful Acquisition as required 
by 84(c) (8) of th? Bank Holding Company Act of 1956, as amended, 


and 8225.4(b) (2) of Regulation Y promulgated pursuant thereto. 


* As to 38,750 additional shares of the Stock purchased by 
Equimark from Laurence M, Teicher, plaintiff desires an 
evidentiary hearing to determine the date of the purchase. 


4. I am aware that the Stock is regietered with the 
Securities and Exchange Commission pursuant to 812(g) of the 
Securities Exchange Act of 1934 because I have reviewed the 
appropriate files of the Securities and Exchange Commission con- 
Sadie the registration statement for the Stock. 

5. Exhibit "F" hereto, the minutes of the annual 
meeting of the shareholders of FSC held on July 19, 1973 estab- 
lishes Equiimark's use of the Unlawfully Acquired Stock to create 
a quorum at the shareholders' meeting of FSC. Equimark's use of 
the Unlawfully Acquired Stock to control the Board of Directors 
and management of FSC is established on page 8 of Exhibit "A" 
hereto. | 

6. The existence of proceedings before the Board to 
determine whether Equimark may retain the Unlawfully Acquired 
Stock is established by Exhibit "G" hereto and Equimark's letter 
formally requesting the withdrawal > its application for such 
determination is annexed hereto as Exhibit "H". The reasons for 
Equimark's withdrawal of that application are not set forth is 


the Proxy Statement. 


7. ‘The amended complaint of Marshall Gerson against 


FSC and Equimark is annexed as Exhibit "1" to the complaint 


herein. The Proxy Statement contains no reference to this action 


nor to the damages sought in that action of $552,932 against FSC 
and $2,590,068.68 against Equimark. Attached hereto as Exhibit 
"I" is a copy of a Form FRY-4, "Supplemental Information to the 
Application to the Board of Governors of the Federel Reserve 
System by Equimark Corporation," which was filed subject to the 
penalties of 18 U.S.C. 1001 with the Board, upon information and 
belief, prior to July 15, 1974. In this document, Equimark 
represented to the Board that if it were not permitted to retain 
the Unlawfully Acquired Stock and also to increase its holdings 
in FSC, "then as a practical matter FSC must be either sold or 
liguidated." {Bxh. "I," ww. .30).2,. Additionally, in Exhibit, "2" 
Equimark represented to the Board that it had determined that 


"to place FSC on a more viable financial basis" it would be 


"necessary to provide FSC with additional support, both 


managerial ard financial," and that Equimark would not provide 
such managerial and financial support unless it became the 
owner of at least 80% of the Stock (Exh. "I," p. 14). Since 
then, of course, Equimark has withdrawn its application for 
permission to acquire more of the Stock, but nowhere does the 
Proxt Statement mention this fact or its significance as dis- 


closed in Exhibit "I". Moreover, this omission occurs in the 


context of a statement dated April 19, 1974 to shareholders of 
FSC that Equimark "has no present plans to liquidate or sell the 
assets of FSC or to merge FSC with any person or entity" (Exh. 
"A," p. 7) and that Equimark is the prime source of financial 
SUppPOTE. tor FSC’ (Exh WAG (pulG)ie 


8. Attached hereto as Exhibit "J" is a prospectus of 


FSC dated March 15, 1972 in which FSC represented to the pur- 


chasing shareholders that it "will furnish its stockholders with 
annual reports containing certified financial statements and 
quarterly unaudited financial information" (Exh. "J," p. 25). 

FSC failed to send an annual report to shareholders for the year 
ended December 31, 1973 and has failed to send to its shareholders 
any quarterly reports during the calendar years 1973 and 1974. 

9. The Proxy Statement (Exh. "2" to the complaint) 
establishes that Equimark has installed i:s own employees and 
officers as the management and directors of FSC. The complaint 
in the Gerson action (Exh. "1" to this complaint) establishes 
that Equimark contracted to permit FSC's management to maintain 
its independence from Equimark. Annexed hereto as Exhibit "kK" 
is a Form 10-K filed by Equimark with the Securities and Exchange 


Commission and dated March 29, 1974, which, on page 10, describes 


the costs incurred by FSC by reason of the relocation of its 


corporate headquarters from New York City to Pittsburgh. These 


costs included the abandonment of unamortized leasehold improve- 


ments of approximately $300,000 and a continued obligation until 
1987 to pay rent at a rate of $48,000 per year. On page 13 of 
Exhibit "I" Equimark represented to the Board that this move 

had been made simply “on the assumption that" Equimark would be 
permitted to retain the Unlawfully Acquired Stock and to acquire 
other shares of the Stock. Since Equimark has abandoned the 
application for such permission, this information should certainly 
be disclosed to —_ shareholders of FSC in the Proxy Statemen 
where they are being requested to reelect Equimark's nominees and 
to vote against a shareholder's proposal for independent manage- 
ment. 

10. Exhibit "B" establishes that the management imposed 
upon FSC by Equimark has caused the income of FSC's only present 
line of business to drop to a loss of $2,035,000 for the xixze 
months ended September 30, 1974 as compared to a profit of 
$27,000 for the like period of 1973 (Exh. "B," Di 2). As as 
indicated above, no financial reports have been issued to the 


shareholders by FSC and, again, this information certainly is 


material to a Proxy Statement seeking votes to reelect the 
Equimark-imposed managerent and seeking votes against a share- 
holder's proposals for independent management and an independent 
Corporate Audit Committee and the issuance of quarterly share- 
holder reports. 

ll. The relief requested herein has not been previcusly 
requested. 

12. It is apparent that the Proxy Statement omits to 
disclose a substantial number of material facts relevant to the 
issues upon which the Prexy Statement solicits the votes of FSC's 
shareholders. It is also apparent that Equimark has unlawfully 
acquired a majority interest in FSC and has exercised the control 
afforded it thereby to adversely affect the affairs of FSC. 
Therefore, in the interest of affording public shareholders the 


right to exercise proper direction and control of the policies 


and affairs of a corporation in which they together lawfully 


own a majority of the voting stock, and to promote full dis- 
closure of corporate affairs to such shareholders, it is highly 


desirable that the within motion be in all respects granted. 


{sf Richard S, Kaye 
Richard S. Kaye 


ACKNOWLEDGEMENT 


EXHIBIT "A" TO AFFIDAVIT IN SUPPORT OF 
MOTION FOR A PRELIMINARY INJUNCTION 


OFFER TO PURCHASE UP TO 100% OF THE OUTSTANDING 
SHARES OF COMMON STOCK OF 


FUNDING SYSTEMS CORPORATION 
| pi lag 
LQUIMARK CORPORATION 
At $3.00 net per share 


THIS OFFER EXPIRES AT 5:00 P.M., NEW YORK CITY TIME, ON JULY 15, 1974, UNLESS 
OTHERWISE EXTENDED AS PROVIDED BELOW. 


To the Holders of Common Stock of 
Funding Systems Corporation: 


EQ MARK CorPoRATION, a Pennsylvania corporation (the “Purchascr’), hereby offers to purchase 
up to 100% of the outstanding shares of Common Stock. $.01 par value (the “Common Stock"), of 
Funding Systems Corporation, a Delaware corporation ("FSC"), at'$3.00 per share (net to the seller) in 
cash, upon the terms and conditions set forth inthis Offer and in the accompanying Letter of Transmittal. 
As set forth in Hem 10. ° The Purchaser's Interest in FSC the Purchaser presently owns 54% of the 
outstanding FSC Common Stock, 


See Item 7. “Certain Conditions of Oller.” with respect to an application made by the Purchaser to 
the Board of Governors of the Federal Reserve System ins connection with this Offer, and. the 
Purchasers deterral of acceptance of shares of Common Stock hereunder until approval of purchase by 
such Board. 


1. Number of Shares. The Purchaser will purchase, on the terms and subject to the conditions set 
forth herein and in the accompanying Letter of Transmittal, all shares of Common Stock properly 


IMPORTANT 


This Offer is subject to the terms and condifions set forth herein and in the Letter of 
Transmittal which must be used in accepting this Offer, copies of which may be obtained from the 
Depositary or the Dealer Manager named below. 


Any holder of Common Stock of FSC wishing to tender all or any portion of his shares 
should (1) complete and sign the Letter of Transmittal or a facsimile copy in accordance with the 
instructions in the Letter of Transmittal and mail or deliver it with his FSC stock certificates to 
the Depositary named below, or (2) request his broker, dealer or bank fo effect the transaction 
for him. bach holder of FSC Common Stock having shares registered in the name of a broker, 
dealer or bank nominee should contact his broker, dealer or bank if he desires to tender 
such shares. 


tendered by 5:00 P.M., New York City time on July 15, 1974 (such time and date being called the 
“Initial Expiration Date) and not withdrawn as permitted by Item 5 hereof, and may extend this Offer. 


2. Acceptance of Offer. To accept this Offer, certificates for Common Stock. together with a 
properly executed Letter of Transmittal in the form accompanying this Offer, with signatures guaranteed, 


should be tendered by transmittal directly to the Depositary, First National City Bank, at the address 
given on page 9. : 


Tenders may be made without the concurrent deposit of stock certificates if such tenders are made 
by or through members of a national securities exchange or by banks or trust companies in the United 
States. In such cases the Letter of Vransmittal, which must be received prior to the expiration of this 
Offer, must contain a guarantee by such member, bank or trust company that such certificates will be 
forwarded to the Depositary no later than four business days after the expiration of this Offer. Payment 
for shares so tendered and purchased will be made only against deposit of the certificates and any other 


required documents. In all other cases the Letter of Transmittal must be accompanicd by the stock 
certificates. 


If a sharcholder desires to accept this Offer and time will not permit his Letter of Transmittal to 
reach the Depositary before the expiration of the Offer, his tender may be effected if (a) his stock 
certificates. if available, a properly execut etter of Transmittal and any other required documents 
have been deposited with a member of a national securities exchange or with a bank or trust company in 
the United States and (b) the Depositary has received prior to the carlier of the Expiration Date or noti- 
fication of the purchase of the Shares a telegram or Ictter from such member, bank or trust company 
setting forth the name of the sharcholder, the number of shares tendered and a statement that the tender is 
being made thercby guaranteeing that no later than four business days after the carlicr of the Expiration 
Date or notification of the purchase of the Shares, the stock certificates, together with the Letter of Trans- 


mittal and any other required documents, have been or will be forwarded by such member, bank or trust 
company to the Depositary. 


This Offer and the Letter of Transmittal will constitute an agrecmcnt between the stockholder ays! 
the Purchaser, subject to the conditions of this Offer and the Letter of Transmittal, when the duly 


executed Letter of Transmittal. or notice from such member firm or such commercial bank or trust 
company, is received by the Depositary. 


By executing the Letter of Transmittal as set forth above, the stockholder will be irrevocably 
appointing designees of the Purchaser as proxies, effective when, and only to the extent that. the Purchaser 
purchases the Common Stock tendered by such stockholder: to such extent. all prior proxics appointed 
by such stockholder will be revoked. Such designecs will vote any of the Common Stock as they in their 
discretion shall deem proper at any annual, special or adjourned mecting of FSC’s stockholders. 


3. Payment of Purchase Price. Subject to satisfaction of those certain conditions sct forth in Items 
1} and 7, the Purchaser will purchase Common Stock at $3.00 per share in cash. Payment for all shares 
duly tendered and purchased pursuant to this Offer will be made by check as soon as practicable after 
receipt of the approval of the Board of Governors of the Federal Reserve System described in Item 7. 


Such approval may result in a substantial time delay between the date of tender of shares and reccipt of 
payment. 


In the event that the conditions stated in Items 1 and 7 are not satisfied. or following the expiration 


of the Offer, certificates for any shares not purchased will be returned without expense to the tendering 
stockholder as soon as practicable. 


The Purchaser will nay any transfer taxes incident to the transfer of shares to them from tendering 


Stockholders, except as otherwise provided in Instruction 5 of the Instructions to the Letter of 
Transmittal, 


Sales by FSC stockholders pursuant to this Offer may result in taxable gains or losses, and FSC 
J P y £ 
stockholders are urged to consult their tax advisers to determine the tax consequences of such sales. 


4. Extension of Tender Period. The Purchaser reserves the right to extend this Offer from time to 
time by written notice of such extension to the Depositary. The later of the Initial Expiration Date and the 
latest time and date to which the Offer may be extended are herein referred to as the “Expiration Date.” 


e 


S. Withdrawal Rights. Any holder of Common Stock tendering his shares pursuant to this Offer 
may withdraw his shares at any time prior to 5:00 P.M., New York City time on April 29, 1974 or at any 


time after June 18, 1974, unless therctofore purchased by the Purchaser. FSC stockholders may not 
otherwise withdraw tendered shares. 


6. Information Concerning Funding Systems Corporation. The Purchaser understands that FSC has 
mailed to cach of its sharcholders a copy of its Annual Report on Form 10-K for the fiscal year ended 
Deceniber 31, 1973 ¢the “10-K") ae filed with the Securities and Exchange Commission. In the event 
that any FSC shareholder has not received a copy of the 10-K or desires to receive onc. the Purchaser 


will forward a copy upen written request addressed to the Purchaser, attention of Mr. Garry Pote, at the 
address shown in Item 8. 


In connection with this Offer, the Purchaser recommends that each FSC sharcholder read the 10-K, 
including financial statements, in its entirety and, in particular, the sections of the 10-K under Items | and 
3 entitled “Credit Policy”, “Financing Equipment Purchases”, “Relationship With Equimark” and “Dis- 
continued Opcrations”. 

The Common Stock is traded in the over-the-counter market. Set forth below arc the high and low 


bid prices of the Common Stock in the over-the-counter market as obtained from the National Quotation 
Bureau, Inc. for the periods indicated: 


ae ee oe, 
1972: 
Virst Quarter 
Second Quarter 
Third Quarter .. 
Fourth Quarter 
1973: 
hirst Quarter 
Sccond Quarter 
Third Quarter 
Fourth Quarter 


1974: 


2 4 
236 2 


The closing bid and asked prices of the Common Stock on April 16, 1974 were, respectively, 
214 bid: $2%% asked. 


7. Certain Conditions of Offer. If FSC should issue or authorize the issuance of additional shares of 
Common Stock, or should issue or authorize the issuance of other securities in respect of, in licu of, or 
in substitution for the presently outstanding shares of Common Stock. whether by reclassification, 
reorganization, conversion, exchange or otherwise, the record date for which occurs after the date hercof 
and prior to the transfer to the Purchaser's: name of the shares purchased under this offer, then the 
Purchaser shall have the right to adjust appropriately the purchase price per share offercd hereby, the 
number of shares to be purchased, and the fees payable in connection with this Offer, which adjustment 
shall be conclusive with respect to any shares tendered. 


The Purchaser has made an application to the Board of Governors of the Federal Reserve 
System, pursuant to the Bank Holding Company Act of 1956, as amended, for prior approval of the 
Purchaser's acquisition of Common Stock by means of this Offer. The Purchaser has reserved the right 
to defer acceptance of shares of Common Stock tendered pursuant to this Offer pending favorable action 
by the Board of Governors of the Federal Reserve System upon the application referred to above. 


The Purchaser shali not be required to purchase or pay for any shares of Common Stock tendered if: 


(A) There shall have been instituted or threatened any action or proceeding before any court 
or administrative agency, by any government agency or any other person, challenging the acquisition 
by the Purchaser of the shares or otherwise relating to this Offer, or otherwise materially adverscly 
affecting FSC or the Purchaser, or 


(B) There shall have been declared any state of war, national emergency, banking moratorium 
OF suspension of payments by banks in the United States, or 


(C) There shall have been unfavorable action or no action taken by the Board of Governors of 


the Federal Reserve System upon the Purchaser's application for prior approval of its purchase of 
FSC shares, 


which, in the opinion of the Purchaser's management, makes it inadvisable to proceed with the purchase 
or payment. 


If FSC declares any dividend payable to stockholders of record on a date between April 18, 1974 
and the date when shares purchased by the Purchaser are transferred of record, the Letter of Transmittal 


provides that the dividend on such shares shall be payable to the Purchaser and may be deducted by the 
Purchaser from the purchase price of such shares. 


8. Information Concerning the Purchaser. The Principal office of the Purchaser is located at 445 
Smithfield Street, Pittsburgh, Pennsylvania 15222. The Purchaser is a registered bank holding company 
and its principal asset and subsidiary is Equibank N.A. Other subsidiaries of the Purchaser are engaged 
in financially related activities. The operations of these subsidiaries include new equipment Icasing; sale 
and Iease-back of existing equipment; eredit life, accident and health reinsurance sold in connection with 
Equibank’s joans; accounts receivable and inventory financing; sales of municipal bonds, government 
securities and certain short-term commercial paper; and consumer Joan activities. 


The names and present principal Occupations or employment of cach director and officer of 
the Purchaser are set forth below: 


Names and Business Addresses 


M.A. Cancelliere 
Business address: 
445 Sriithfield Strect 
Pittsburgh, Pa. 15222 


W. E. Bierer 
Business address: 
445 Smithficld Strect 
Pittsburgh, Pa. 15222 


Fred C. Babcock 
Business address: 
Box 8285 
Pittsburgh, Pa. 15218 


George N. Beckwith 

Business address: 

P.O. Box 8718 
Pittsburgh, Pa. 15221 


Donald C. Bush 
Business address: 
1707 Oliver Building 


Pittsburgh, Pa. 15222 


Dr. S. L. Callers 
Business address: 
3506 Washington Avenue 
Finleyville, Pa. 15332 


Marshall K. Pvans 
Business address: 
Westinghouse Building 
Gateway Center 
Pittsburgh, Pa. {5222 


Henry FE. Waller, Ir. 

Business address: 

1S 49th Street 
Pittsburgh, Pa. 15204 


W. W. Hopwood 
Business address: 
Suite 406— Manor Oak Two 
1910 Cochran Road 
Pittsburgh, Pa. 15220 


Present Principal Occupation orl mployvmentand Name and 
- rs Principal Business of Employer Organization(s) 
Chairman of the Board, President & Chief Executive Officer, 
Equimark Corporation; Chairnan of the Board of 
Equibank N.A. 


President of Equibank NLA. and Director of Equimark 
Corporation; Chairman of the Board of Funding Systems 
Corporation 


Chairman of the Board of Babcock Lumber Company 
(lumber manufacturer and wholesaler) 


Chairman of the Board of Beckwith Machinery Company 
(construction equipment business) 


Partner—Virm of Anderson. Moreland & Bush 
(counsel for Equimark Corporation) 


Dentist 


Vice Chairman-Planning, Westinghouse Electric Corporation 
(diversificd manufacturer of consumer and industrial products) 


President—National Valve & Manufacturing Company 
(fabrication and erection of industrial piping ) 


Partner, Jaybill Enterprises 
(investinents ) 


Nanics anid Business Addresces 


Robert W. Ostermayer, Sr. 
Business address: 
State Strect 
Clairton, Pa. 


Louis Putze 
Business address: 
600 Grant Street 
Pittsburgh, Pa. 15219 


Henry K. Watson 
Business address: 
P.O. Box 11250 
Pittsburgh, Pa. 15238 


C. W. Metealf 
Business address: 
445 Smithficld Strect 
Pittsburgh, Pa. 15222 


R. F. Kastelic 
Business address: 
445 Smithficld Street 
Pittsburgh, Pa. 15222 


Garry L. Pote 
Business address: 
445 Smithficld Street 
Pittsburgh, Pa, 15222 


Walter S. Leasure 
Business address: 
445 Smithficld Street 
Pittsburgh, Pa. 15222 


William M. Hlolls, Jr. 
Business address: 
445 Smithfield Street 
Pittsburgh, Pa. 15222 


Present Pring ipal Occupation ort mplovmentand Nameand 
Principal Business of kimplover Or canization(s) 


Chairman of the Board of Pennsylvania Industrial Chemical 
Corporation 
(chemical manufacturer) 


President—Utility & Consumer Products Group, Rockwell 
International 


(manufacturer of industrial instruments and related products) 


Chairman of the Board of Watson Standard Company 
(manufacturer of paints and industrial finishes ) 


Vice President-Seerctary of Equimark Corporation and Executive 
Vice President-Cashier of Equibank N.A. 


Vice President-Finance of Equimark Corporation and Senior Vice 
President of Equibank N.A.; Director and Treasurer of Funding 
Systems Corporation 


Treasurer—Equimark Corporation; Director of Funding Systems 
Corporation 


Assistant Secretary-Treasurer of Equimark Corporation; 
Corporate Secretary of Equibank N.A. 


Vice President of Equimark Corporation; Director and President 
of Funding Systems Corporation 


9. Purpose of this Offer. The purpose of this Offer is for the Purchaser to acquire all of the outstand- 
ing shares of FSC. All other subsidiaries of the Purchaser are wholly owned. The Purchaser is the prime 
source of financial support for FSC. In order for FSC to continue as an active competitor in the leasing 
ficld, through its subsidiary, Funding Systems Leasing Corporation, it requires not only the continucd 
financial support of the Purchaser, but also its expcricnce and expertise in management, cost controls, 
credit analysis, collection and accounting procedures. The acquisition of additional shares by the 
Purchaser pursuant to this Offer would provide a greater incentive for the Purchaser to give increascd 


support to the operations of FSC. 


The Purchaser has no present plans to liquidate or sell the asscts of FSC or to merge FSC with any 
other person or entity, Although the Purchaser has no such plans, it intends to seck detailed information 
about FSC and to make a carcful review of FSC’s business and, after Obtaining such information and 
completing such review, to take such action with respect to FSC as it deems appropriate. Sich action 
could involve onc or more of the Steps referred to above. 


In the event that the Purchaser at some future daic decides to liquidate or scll the assets of FSC 
or to merge FSC with any other person or entity, including the Purchaser, any consideration received by 
FSC stockholders may be more than, equal to or Iess than the cash offered pursuant to this Offer. 


In the event that the Purchaser docs not purchase 100% of the outstanding Common Stock of FSC 
pursuant to this Offer, at some future time or times not presently determinable the Purchaser may pur- 
chase additional shares of FSC Common Stock outstanding after the completion of this Oller. There is no 
Present plan to make any such purchases, and any future decision will be made in fight of the then cur- 
rent financial condition and Prospects of FSC, the market price of its Common Stock, and other relevant 


factors. Such purchases could be made in the open market, through private negotiations or by means of 
a tender offer. 


10. The Purchaser's Interest in FSC. 1 he Purchaser presently owns 580.575 shares of Common 
Stock of FSC (54° of such outstanding Common Stock). In addition. the Purchaser has warrants 
expiring on December 31, 1974 to purchase 50.000 shares of FSC Common Stock at a purchase price of 
$12.00 per share and an 81% Subordinated Convertible Debenture duc 1981 in the principal amount 
of $3,500,000 which is convertible prior to November 19, 1976 in Whole, but not in part, into 159,09] 


shares of FSC Common Stock. subject to adjustments for stock dividends and splits. The Purchaser has 


no present intent to exercise the warrants nor to convert the Subordinated Convertible Debenture into 
additional shares of FSC Common Stock. 


The Purchaser presently guarantees borrowings of FSC from various banks totalling $2.8 million. 


In addition, FSC and its subsidiary, Funding Systems Leasing Corporation, have borrowings from the 
Purchaser totalling $4.45 million. 


No shares of Common Stock of FSC are beneficially owned. nor is there a right to acquire, directly 
or indirectly, any such shares by any officer or director of the Purchaser or any associate of any such 
person, except Mr. Robert Fo Kastelic. Senior Vice President-Finance of the Purchaser and a Director 

‘of FSC, who owns 200 shares of Common Stock. 


Mr. Marshall ©. Gerson. co-founder of FSC, resigned as a Director, Chairman of the Board and 
Chicf Executive Officer. of FSC, effective February 15, 1974. Mr. Gerson was employed by FSC as a 
consultant through April 15, 1974, ° 


Mr. Gerson granted an option to the Purchaser to purchase all the Common Stock of FSC held by 
Mr. Gerson at the tender offer Price extended to all other sharcholders. Mr. Gerson currently owns 
beneficially 65.020 shares. Other than this option, there have been no transactions which were effected in 
the securities of FSC within the past 60 days by the Purchaser and its subsidiaries and their respective 
Ollicers, directors and afliliated persons, or any of them. 


Mr. Marion W. Sprague also resigned as a Director of FSC, effective February 15, 1974. 


At a mecting of the Board of Directors held on February 25, 1974, Mr. William E. Bicrer, Presi- 
dent of Fquibank NA., was clected a Director and Chairman of the Board of FSC, and Mr. Garry L. 
Pote, Treasurer of Equimark Corporation, was clected a Director. 
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Ata meeting of the Board ot Directors held on April 16, 1974, Mr. Thotaas E. Wilshire resigned 
as a Director and President of FSC and its subsidiaries. Mr. Wilshire will remain employed as a con- 
sultant. Mr. William M. Holls, Jr., Vice President of "quimark Corporation, was appointed a Director 
and President of FSC to fill the vacancies created by Mr. Wilshire’s resignation. 


At the present time, all members of the FSC Board of Directors arc oflicers or employees of the 
Purchaser or its wholly-owned subsidiary, Equibank N.A. 


11. Source and Amount of Funds. The Purchaser is making a tender offer for all the outstanding 
Common Stock of FSC at $3.00 per share, subject to the approval of the Board of Governors of the 
Federal Reserve System and other applicable governmental agencies. If the Purchaser were tendered all 
the outstanding shares, the purchase price would be approximately $1,500,000. The Purchaser plans to 
pay for the shares to be purchased and for the other costs and expenses related to the tender offer from 
its general funds. 


12. Position of FSC Management and Agreements with Respect to Common Stock. FSC has advised 
the Purchaser that it will cooperate with the Purchaser in making the Offer and has directed the transfer 
agent for the Common Stock to make available to the Purchaser its stockholder list and to mail the Offer 
to the FSC stockholders at the Purchaser's expense. However, FSC has informed the Purchaser that the 
Board of Directors and management of FSC are not making any recommendation to the stockholders 


as to whether or not they should tender shares under this Offer. Each stockholder is advised by the FSC 
Board (which presently owns approximatcly 200 shares of the outstanding Commor Stock) te reach his 
own decision as to whether to tender, based upon his own financial position and other relevant considera- 
tions. The Purchaser has no contracts, arrangements ov understandings with respect to securities of ESC 
other than as stated in Item 10. Mr. Robert F. Kastelic has indicated that he intends to tender his 200 
shares of FSC Common Stock. 


13. Commissions. The Purchaser has retained New York Securities Co. Incorporated to act as 
Dealer Manager in connection with the Tender Offer. In addition, in those states where the securities 
laws require the Offer to be made by a licensed sccurities dealer, the Offer will be made by New York 
Securities Co. licorporated in such of those states where it is so licensed. For its services, the Dealer 
Manager will receive an aggregate cash fee of 121% ¢ per share for each share of Common Stock pur- 
chased by the Purchaser pursuant to the Offer. In addition, the Purchaser will also pay to any broker or 
dealer (including the Dealer Manager) who is a member of the National Association of Securities 
Dealers, Inc., a foreign dealer who agrees to conform to the Rules of Fair Practice of such Associz ‘ton 
and any member of a national securities exchange or any commercial bank or trust company designated 
by a tendering stockholder of FSC as a soliciting dealer (or to the Dealer Manager if no such desiena- 
lion is made) a commission of 20¢ per share of Common Stock tendered and purchased in accordance 
with the cash tender offer 


14. Depositary. Virst National City Bank, 111 Wall Street, New York, New York, has agreed to act 
as the Depositary for the receipt of the tendered shares. The Purchaser has agreed to pay all reasonable 
charges and expenses of the Depositary in connection with this Offer. 


1S. Miscellaneous. This Offer is not being made tu. nor will the Purchaser accept tenders from, 
holders of shares of Common Stock in any state of the United States or province of Canada in which 
this Ofler or the acceptance thereof would not be in compliance with the securities or blue sky laws of 
such state or province. In those states of the United States whose securitics laws require this Offer to be 
made by a licensed broker or dealer, this Offer is made on behalf of the Purchaser by onc or more 


registered brokers or dealers who are licensed under the laws of such states. No dealer or other person 
has been authorized to give any information or to make any representation on behalf of the Purchaser 
other than as contained in this Offer to Purchase and the Letter of Transmittal and the accompanying 


instructions, and, ifany such information or representation is given or made, it must not be relied upon 
as having been authorized. 


Pursuant to Rule 14d-f of the General Rules and Regulations under the Sccuritics Exchange. Act 
of 1934, as amended, the Purchaser filed with the Sccuritics and Exchange Commission a statement on 


Schedule 13D and amendinents thereto furnishing certain additional information with respect to this 
Oller. 


The Purchaser reserves the absolute right to reject any and all tenders not in proper form or to 
waive any irregularities or conditions of tender, and its interpretation of the terms and conditions of 
this Offer (including the Instructions to the Letter of Prarismittal) will be final. 


Holders should be aware that if the Purchaser is able to purchase a significant portion of FSC 
shares not already owned by it, the market for FSC shares may be adversely affected. In addition, if the 
number of FSC stockholders falls below 300. current information regarding the operations and financial 


condition of PSC may no longer be required to be filed with the Securities and Exchange Commission 
under the Securities Exchange Act of 1934, 


The Letter of Transmittal and certificates for your shares of Common Stock should be sent by you, 
your broker or bank or trust company to the Depositary as follows: 


(Mailing Address) (Hand Deliveries) 


Virst National City Bank First National City Reak 

Special Corporate Services Dept. Special Corporate Services Dept. 
P.O. Box 447 111 Wall Street 

Church Street Station 16th Floor 

New York, New York 10008 | New York, New York 


The Dealer Manager for this Oiler is: 


New York Securities Co. Incorperated 
1290 Avenue of the Americas 

New York. New York LOO19 

(212) 977-9500 


Dated: April 19, 1974 


EXHIBIT "B" TO AFFIDAVIT IN SUPPORT 
OF MOTION FOR PRELIMINARY INJUNCTION 
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SECURITIES °*D EXCHANGE COMMISSION 5 
Fe 


WASHINGTON, D. C. 20549 


. 


Ww 
FORM 10-Q 
QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE 
SECURITIES EXCILANGE ACT 
OF 1934 


1.1974, Commission file number.977411, 


eeereeese 


(Exact name of Boh OES os “specified in its charter) 


“DELAWARE WWE es 13-2633077 


. eeeeereeeee 


(State or other “jurisdiction of ie ; -RLS, Employer 
incorporation or organization) Identification No.) 


One Oliver Plaza, 210 Sixth Avenue, Pittsburgh, _Pa. 1$222 
(Address of principal executive offices) 


Registrant's telephone number, including areca codo., 


Former name, former address. and former fiscat year, if changed since 
last report. 


Indicate by check mark whether the repistrant (1) has filed all reports 
required to be filed by Section 13 or 15(d) of the Securities Lixchango 
Act of 1934 during the preceding 12 months (or for such @horter gage 
that tho registrant was required to file such reports), and (2) 

been subject to the filing requirements for the past 90 days, 


Yes ‘ No 
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: A. CONSOLIDATED STATEMENT OF INCOME 


sad eiada, In the opi 


‘etc ing consolidst« 
MAL tn ‘ fair st 


nion of the management of the Corporation, the follow- 

d statement of income includes all adjustments necossary : 
temeat of the results of operations for the unaudited ae 
iods ended September 30, 1974 and 1973. The results for "4 
periods are not necessarily indicative of results for the a 
ri bates year ee are sebioet to year-end audit adjustments. ehinat 
Mate , ae eae 
Cake ae le For the nine months ended « 
‘tet (Unaudite 
“ee ; (000 omitted) 


ee ms 9/30/74 9/30/73 
b4. .e. Gross revenues $5 254 $7,186 

w.1¢' Costs and expenses: ae ee 
wibyaS > Selling, general and administrative oe ae 
Rehan . expenses 3,075 3,679 us 
pict; ° Interest expense 4,214 S470) 1 
‘ike ts). Total costs and expenses —7, 289 "Tag 
Npr ’ Income (or less) before taxes on income 

oe ar and extraordinary items 2,055) 37 

Provision for taxes on income: 
‘ Federal (deferred) 15 
vs Less - aliowable investment credit 6 


State and local 


Income (loss) from leasing opcrations 
Income (loss) from discontinued opera- 


a tions 117) 
vicky. Net. income (loss) (2,035) 50) 


(2,035) 


fh..' ' Earnings (loss) per share: 
ie eee From leasing operutions (1.86) .03 
Dyas From discontinued operations (2119 
\ a Re Saree 
“Woy h st Baraings (loss) per share 1.86 (.08) 
i “' * Dividends per share None None : 


—_ Economic conditions in 1974 have had an unfavorable cffect on ‘,) . 
= the Corporation's business. The princinal reweons for the oe 
' Corporation's increased losses during the nine swonths cnded ia 
September 30, 1974, as compared tc the same neriod in 1973, were: 


‘fe 1 Gross revenucs reflect a decrease in volumo duc to 

ere : the increased cost of borrowed funds used to finance Ly 
We ih, . leasing arrangements and duc to increased competition \ 
Mea. - in the equipment leasing business from banks and scutes ues 
RS Neth. {inencinlly related companies. This clement of compo- Veoh es 
rsh, ete tition is summarized on poges 13-14 of Form 10-K for pale aa 5 
ea the year ended December 31, 1973, a copy of which was SC Sit 7 
fe forwardod to all sharcholdors, i 


» Ae 1; 
; Hi 


W THE ABOVE PAGE (6 L808 CLEAR THAM THIS STATEMENT, IV 16 | fF EN 
BUG TO POOR hao ltiee tg QUALITY OF Tule ogc usury, ¢ “it iT 


etememin 0 8 nen 


Interest expense has increased approximately $743,000 
In 1974 as compared to 1973. This increase is princi- 


pally due to increases in the prime rate and the need 
for additional funds. 


The ultimate effects of the economic conditions continue to 
lend uncertainty as to additional losses thut may be reported during 


tho remaining quarter of 1974. Management is continuing to evaoluato 
these conditions. 


Consolidated income tux returns are prepared using the opcruting 
method of accounting for leasing operations in licu of the finance 
mothods. n accordance with the operating method, lease receivables 
are reported as income when due and the related leased cquipment is 
depreciated using an accelerated method. Federal income taxes provided 
primarily represent taxes deferred because of timing differences in 
recording revenue and expense for financial statement and income tax 
purposes in accordance with the foregoing methods. 


B. CAPITALIZATION AND STOCKHOIDERS' EQUITY 
SEPTEMBER 30, 1974 
“‘(datey 


Amount 
(000%s omitted) 


Debt - 
Short-term loans, notes, etc 
Long-term debt - 
Notes payable, secured by lease receivables 


and equipment ($23,648 due within one year) 


84% subordinated convertible debenture 


Total Debt 
Deferred credits (Federal and Stute income tax) 


Minority intorest..ccrees 


sR 


¢ 


— ee re ae ts ee ee EO TTD 


f ay see fOh (B) wp re avove rast siese CAUAR rear THe eTATEMeNT.TH8 (x 3 
pre ae SCLOSURE put TO POOR PHOTOSRAPHID QUALITY OF TwIe DOCUMENT, jc} 
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Stockholders' equity - 


Shares 
Issucd or 
Outstanding Amount 


Preforred stock 
Convertible Soe BEOIOK ss coe texsore wishetecays None 
Preference stock. sae ater eens Rone 


Common: /Stocks..s.<tectare ates : . FjG93,350 
Capital in excess of par valuc,. 

Retained carnings - 

Balance at beginning of current 

Prior poriod adjustments, 

Not loss... 


Dividends 
Other credits (charges),... 
Balance at end of intcrim period 


Tronsury stock (19,000 shares),, 
Total stockholders! equity 


Shares of authorized but unissued Common Stock have been reserved 
follows: 
¥ 
Shares s_ Reserved 


Conversion of 84% Subordinated 

Debenture 189,091 
Qualified Stock Option Plan 30,000 
Warrants 54,250 


240,341 


eeunane 


On Aprii 19, 1974, Equimark Corporation, a Pennsylvania Corpora- 
tion,made a tender offer to purchase up to 1008 of the outstanding 
shares of Conmon Stock of the Company at $3.00 net per share. This 
offer has been extended from October 18, 1974 tuo December 31, 1974, 
As of October 31, 1974, approximotcly 292,000 shares of the Company 
have been tendered. These shares have not been purchased and remain 
subject to-the terms of the cxtended offer. 


Cc. SALES OF UNREGISTERED SECURITIES (DEBE OR EQUITY) 


There were no soles of unrepistercd debt ur cquity securities 
{ssued during tho nine months ended September 30, 1974, 


whi 


eh tree eminence nents ns 
5 ee 
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FUNDING SYSTEMS CORPORATION AND SUBSTDIARLES 


COMPUTATION OF PRIMARY EARNINGS PER 
COMMON AND COMMON LQUEVALENT SHARE 


The weighted average number of shares Outstanding ut 
September 30, 1973 and September 30, 1974, were 1,077,050 and 
1,074,350 respectively. Options and warrants have been excluded 
for the nine month period ended September 30, 1974 as the market 
value was less than the option price fur the entire period, 
Options and warrants are antidilutive, 
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SIGNATURES 


Pursuant to the requirements of the Securities Exchange Act of 
1934, the registrant has duly caused this report to be signed on its 
behalf by tho undorsigned thereunto duly suthorized. 


(Signature) 


William M, Wol’s, Jr. 
Presidont 
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. In December of 1969 Equimark Corporation ("Equimark") purchased 


- was the right of Equimark to maintain its then percentage of 
_ ownership upon the issuance by FSC of any additional voting: 


pee ? ‘ 
EXHIBIT "C" TO AFFIDAVIT IN SUPPORT OF 
MOTION FOR A PRELIMINARY INJUNCTION 


GRIGGS, MORELAND, BLAIR & ANDERSON 
ATTORNEYS AT LAW 
HENRY W. OLIVER LOILDING 
PITTSBURGH, PENNSYLVANIA 15222 


oe April 13, 1972 


gaia 


Board _of_Governars_of the 


eehington, D, C. 20551 


Attention; Tynan Smith, Secretary of the Board 


Gentlemen: 


As counsel for Equimark Corporation, we have been advised by 

the staff of the Board of Governors that certain 1971 acquisi- 
tions by Equimark Corporation of shares of Funding Systems 
Corporation, a majority-o1med Subsidiary of Equimark, should 

have been submitted to the Board of Governors for prior approval, 
Tnese purchases actually decreased the percentage of ownership 
of said suosidiary. We also were requested to explain and 
describe the purchases to the Board of Governors. 


375,000 shares of Convertible Preference Stock of Funding S;s- 
tems Corporation ‘"Fsc") at a price of $3,000,000 and assumed 

@ position as the owner of a majority of the voting sheres of 
the company. FSC at that time had teen in operation for only 
five months and was a new; entry in the general equipment leasing 
field. Until it acnieved this influx of capital and support, 
it was not a recognized competitor. Its leasing and otner 
activities since that time all have been de novo. 


Equimark increased its owmersnip of shares of FSC and at the 
time of becoming a bank holding company under the Bank Holding 


Company Act Amendments*of 1970 it owned approximately 61% of 
the voting shares, 


\ 


it is noted that in spite of its majority ownership position, 
Equimark has not attempted to dominate the Board of Directors 

of FSC. Tne management of FSC exercises wide independence and 
discretion in its own affairs Subject to such BHC Act limitations 


applicable to said Subsidiary and certain contractual obligations 
te Equimark. 


One of the contractual obligations entered into between Equimark 
and FSC at the time of the initial purchase of shares in 1909 


shares. 


| 
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During the summer of 1971 FSC commenced planning for a public 
offering of its shares and a rearrangement of financing. This 
required consideration of the contractual obligation for main- 
' tenance of ownership by Equimark. 
‘At that time Equimark ovmed 61% of the voting shares of FSC. 
‘‘Equimark would be required either to purchase a Similar per- 
centage of the new shares, thus decreasing desired outside 
capital, or to reduce its ovmersnip. A decision was made to 
decrease the percentage of ovmership of FSC to 51% after giving 
effect to the public offering. In order to attain this reduced 
percentase, efter giving effect to the public offering, Fauimark 
purchased 155,575 shares of FSC Common Stock at various times 
during 1971 as follows: 


| 
No. of Shares: 
Date Common Stock _ Consideration 


8/13/71 50,575 $404 600 
11/19/71 25,000 200 , O00 
_ , a /9772 Lf 4500 10,000 
13/19/71 62,500 (Loan reduction of 
$500,000 and as 


part of refinancing) 
Bibs jo ae Be 


With the completion of these purchases Equimark temporarily 
held approximately 72% of the voting snares of FSC. On March 
15, 1972, upon the issuance by FSC of 315,000 new common snares 
through a public offering, Equimark's ownership of FSC was re- 
duced to 51%. 


As a part of the refinancing of FSC, the Agreement between Equi- 
mark and FSC was amended to provide that Equimark would convert 
its 375,000 Convertible Freference shares to Common Sh2res; and 
also that the percentage of any new shares in which Equimark is 
given first refusal rights would be reduced to the lesser of 


its then-current percentage or 51% of the outstanding voting 
stock after such issuance. 


The 51% ownership by Equimark of voting shares of FSC is now 
the lowest poirt of percentage ownersnip since Equimark's 
original purchase of shares of FSC in 1969. 


The acquisitions by Equimark of shares of FSC during 1971 and 


the planned conversion of Convertible Preference Stock to Common 
Stock contemplated currently both are part of a plan to enaodle 
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Board of Governors of the 
Federal Reserve System April 13, 1972 


Equimark to maintain majority ownership of FSC. The 1971 pur- 
chases have resulted in a lower percentage ownersnip by Equimark 
than at any time before or after the enactment of the Bank Hold- 
ing Company Act Amendments of 1970. The contemplated conversion 
of the 375,000 shares of Convertible Preference Stock to Common 
“Stock makes no change in the outstanding voting shares of FSC. 
This conversion simply eliminates a particular class of stock 
of FSC. These transactions all were discussed in an S-l Regis- 
tration Statement of FSC which was forwarded to the staff of 
the Board for review and which resulted in the comment to our 
office of the technical objection to Equimark's 1971 purchase 
of shares of FSC and its planned conversion of shares. 


Since its original purchase of FSC shares Equimark has maintain- 

---ed owmership of shares enactling it to exercise control. It has 
always concluded that FSC was "controlled" company under Board 
regulations. It had not considered that acquiring shares in a 
continually "controlled" subsidiary in order to maintain majority 
owvmership and the conversion of existing voting shares into 
common Shares of equal voting rights would be deemed to be con- 
trary to the spirit of the 1970 Amendments It is now recognized 
that under the Board's present policy these purcnases may de 
contrary to the literal wording of the Amendments and tnat no 
new purchases of shares should be undertaken without prior 
approval of the Board of Governors. 


In view of the foregoing and after consideration of the purpose 
of the acquisition of the said shares, it is respectfully re- 
quested that the Board of Governors of the Federal Reserve 
System grant approval of the purcnases of shares of FSC stock 
made by Equimark during 1971 as listed nerein and to the planned 
conversion of the 375,000 snares of Convertible Preference 


shares now held by Equimark into 375,000 shares of Common Stock 
of FSC. 


Any additional information deemed necessary will be furnished 
promptly upon your i iia i 


Very: truly yours. 


GRIGGS, MORELAND, BLAIR & ANDERSON 


"enn ae a ge at oo) 


Donald C. Bush 
Counsel for Equimark Corporation 


\ 
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cc; Tnomas J. O'Connell, Esquire, 
General Counsel 
‘Baldwin Tuttle, Esquire,. A.79 
Associate Counsel 


EXHIBIT "D" TO AFFIDAVIT IN SUPPORT OF 
MOTION FOR A PRELIMINARY INJUNCTION 
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BOARO OF GOVERNORS 


OF THE 


FEDERAL RESERVE SYSTEM 


eG ies creel WASHINGTON, O. CG. 20551 


itil” IB 


c 
es: eo As : TO THE BOAR 
"se fRAL REOtN : 


eal May 23, 1972 


ACORESB OF FITIAL CORRESPONDENCE 


Donald C. Bush, Esq. 

Griggs, Moreland, Blair & Anderson 
Henry W. Oliver Building 
Pittsburgh, Pennsylvania 15222 


Dear Mr. Bush: 


I am writing in response to your letter of April 13, 1972, 
concerning the status of certain acquisitions by Equimark Corpora- 
tion ("Equimark"), a one-bank holding company, of shares of Funding 


System Corporation ("FSC"), a subsidiary in which Equimark owned 
61 per cent of the voting shares at the time of the Bank Holding 
Company Act Amendments of 1970. 


As we understand the facts, at the time of Equimark's 
original purchase of FSC shares in 1969, an apreement was entered 
into with FSC which gives Equimark the right to maintain its pro- 
portional ownership upon any further securities offerings by FSC. 
During 197) Equimark purchased from FSC an appregate of 155,575 
additional sliates of FSC. Due to a publie offering by FSC, 
Equimark's percentage interest in FSC was nonetheless reduced to 
51 per cent. You state that Equimark controlled FSC, and that 
Equimark did not realize that the purchase of additional shares 
in a subsidiary that may be retained until 1981] pursuant to sec- 
tion 4(a)(2) of the Act requires Board approval. You state that 
future purchases will not be undertaken without the prior consent 
of the Board and ask consent for the transactions which have 
occurred. 


In view of the circumstances of this case and your 
commitment that such purchases will not take place in the future 
without the Board's prior approval, the staff will not reconunend 
that the Board take action with respect to Fquimark because of 
the acquisitions described in your letter. 


Donald C. Bush, Esq. -2- 


You further state that in 1969 Equimark purchased 375,000 
shares of Convertible Preference Stock of FSC. These are the only 
outstanding preference shares and have equivalent voting rights 
with the common shares. You ask whether these shares may be con- 
verted. In view of the fact that the conversion requires no 
further expenditure and that no voting rights are being acquired 
Which did not exist prior to the 1970 Amendments, the staff is of 
the opinion that the conversion does not require the Board's 
approval. F 


Very truly youre, 


Ml Lif is alia 


Michael A. Greenspan 
Assistant Secretary 


_EXHIBIT "E" TO AFFIDAVIT_IN SUPPORT _ 
OF MOTION FOR PRELIMINARY INJUNCTION 


BOARD OF GOVERNORS 


OF THE 


FEDERAL RESERVE SYSTEM 


WASHINGTON, O. C. 20551 


ADORESS OFFICIAL CORAESPONDENOE 
TO THE BOARD 


May 3, 1974 


Mr. Richard S. Kaye 
37 West 57th Street 
New York, New York 10019 


Dear Mr. Kaye: 


I am writing with reference to your letter of April 26, 
1974, concerning a proposal by Equimark Corporation to acquire Funding 
Systems Corporation. It does not appear that an application has 
been accepted by the System for this proposal or for the proposal 
of Union Trust Bancorp to acquire Atlantic Management Corporation. 


The application by Equimark Corporation, however, has been prelimi- 
narily filed with the Federal Reserve Bank of Cleveland but has not 
been accepted. If or when the application is accepted and a Federal 
Register notice published, a copy of that application will be forwarded 
to the Federal Reserve Bank of New York and you will be notified. 

The Federal Register notice will, of course, provide for opportunity 
for comment and requests for a hearing. 


The Board of Governors has not to date approved an applica- 
tion by Equimark Corporation to acquire or retain any shares of 
Funding Systems Corporation. We would be interested in any inf >rma- 
tion you may wish to provide with respect to an acquisition of such 
shares by Equimark. 


Very truly yours, 


Relburer a Tall 


Baldwin B. Tuttle 
Assistant General Counsel 


EXHIBIT "F" TO AFFIDAVIT IN SUPPORT 
OF MOTION FOR A PRELIMINARY INJUNCTION 


MINUTES OF ANNUAL MEETING OF STOCNIOLDERS 
OF 


FUNDING SYSTEMS CORPORATION 


The Annual Meeting of the Stockholders of Funding 
Systems Corporation was held at the Crystal Room of the 
Doral Hotel, 70 Park Avenue, New York, New York at 10:00 A.M. . 
on July 19, 1973, pursuant to notice. 

Marshal) E. Gersor, Chairman of the Board, was absent 
due to illness. 

Mr. Thomas E. Wilshire, President of the Corporation, 
acted as Chairman of the meeting and Mr. Harold P. Pernisek, 
the Secretary of the Corporation, acted as secretary of the 
meeting. 

At the Chairman's request, the Secretary presented a 
complete list, prepared and certified by Chemical Bank, the 
Corporation's duly authorized Transfer Ayent, of the holders 
of the Common Stock of the Corporation of record at the close 
of business on June 15, 1973, arranged in alphabetical order 
and indicating the address of each stockholder, and the number 
of shares registered in each stockholder's name. 


After examination of the stockholders’ lists and all the 


Proxies received to date, the Chairman declared that more 


than a majority of the shares entitled to vote were represented’ 
at the meeting and that a quorum was present. 

The Chairman declared the meeting open for the transaction 
of business, and there being no objection, the reading of the : 


minutes of the Annual Mecting of the stockholders of the 
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Corporation held on June 29, 1971, was dispensed with. 

whe Chairman next stated that it would be in order to 
proceed to the election of a Board of five Directors. He 
thereupon appointed Messrs. William J. Goss, Joel Olesky 
and Harold P. Pernisek to serve as Tellers of Election and 
called for nominations. The following were nominated by 
Mr. Sprague as Directors of the Corporation tc hold office 
in accordance with the By-Laws until the next Annual Meeting 
of Stockholders and until their successors are elected and 
qualified: 

Marshall E. Gerson 
Robert F. Kastelic 
Harold P. Pernisck 
Marion W. Sprague 

Thomas E. Wilshire 

Mr. Goss seconded the nominations. 

There being no further nominations, the Chairman declared 
the nominations closed. 

Ballots were distributed, and upon counting the ballots 
returned, the Tellers of Election reported that there were 
present in person or by proxy, holders of 599,075 shares of 
the Common Stock of the Corporation of record as of the close 
of business on June 15, 1973, out of a total of 1,089,350 such 
shares outstanding and entitled to vote at the meeting. The 
Tellers of Election further reported that 599,075 votes had 
been cast by the holders of such shares in fevor of the 


election of the nominees. 


The Chairman then declared that the nominees had been duly 


clected to serve as Directors in accordance vith the By-Laws. of 
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the Corporation until the next Annual Meeting of the 
Stockholders and the election and qualification of their 


successors, 


The Chairman next stated that it would ke in Order to 


approve the appointment of the independent auditors for the 
following ycar. The Chairman announced that subsequent to 
the mailing of the Notice of the Annual Meeting of Stock- 
holders, the Corporation's majority shareholder, Lquimark 
Corporation, had advised the Corporation's Board that Owing 
to. its decision to retain Price Waterhouse & Company, as its 
independent auditor and as auditors of all its other dies 
Sidiaries, it would recommend at this meeting that Price 
Waterhouse & Company also be retained as independent auditors 
of the Corporation. 

On motion duly made by Mr. Goss and seconied by 
Mr. Sprague, the appointment of Price Waterhouse & Company as 
independent auditors to examine the consolidated financial 
Statements of the Corporation and its subsidiaries for the 
fiscal year endiny December 31, 1973, was unanimously approved. 

The Chairman then stated that the decision to retain 
Price Waterhouse & company did not mean tnat either the 
Corporation or Equimark had been in any way dissatisfied with 
the services of Arthur Andersen & Co., who had served as inde- 
pendent auditors for the Corporation since 1969. ‘The Chairman 
emphasized that the decision to appoint Price Waterhouse & 
Company was based solely on the Corporition's, and Equimark's,*, 


desire to have the same independent auditors. 
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& The Chairman then stated that, although the third atem- 
on the Notice of Meeting had been to consider and vote ona 
! : proposal to increase the aygyxregate number of shares which oe 


may be issued under options granted pursuant to the Qualified 


Stock Option Plan of the Corporation, since mailing the 


Notice of Meeting, the Board of Directors had determined to 


o 


postpone presenting this matter to the stockholders for 


acvion:, “ 

The Chaimnan next presented a report on the Corporation's 

business and opened the meeting to questions from stockholders. 
There being no further business to come before the meet- 

ing, on motion duly made, seconded and unanimously adopted, 


the meeting was adjourned. 


1 


——_ 


ee 


BOARD OF GOVERNORS 
OF THE 


FEDERAL RESERVE SYSTEM 


Sg WASHINGTON, 0. C. 20551 
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x Je ADDRESS OFFICIAL CORRESPONOENCE 
ran : TO THE BOARD 


October 23, 1974 


Mr. Richard S. Kaye 
37 West 57th Street 
New York, New York 


Dear Mr. Kaye: 


The Board has considered the request of Richard S. Kaye 
that the Board order a formal hearing to consider aspects of the 
application of Equimark Corporation, Pittsburgh, Pennsylvania, to 
retain shares, and to acquire additional shares, of Funding Systems 
Corporation, Pittsburgh, Pennsylvania, formerly of New York, New York. 
The Board has granted that request, it appearing that material issues 
of fact particular to the Equimark application may exist. The Board 
will request that the United States Civil Service Commission designate 
an Administrative Law Judge to conduct such hearing at such time and 
place as the Board shall order, in accordance with the Board's Rules 
of Practice for Formal Hearings (12 CFR 263). Such hearing shail be 
private and attended only by the parties, their representatives or counsel, 
representatives of the Board, witnesses while testifying, and other 
persons having an official interest in the proceedings. 


The parties in this proceeding will be promptly notified 
of the designation of hearing officer, upon receipt by the Board of 


such designation, by the issuance of a notice of hearing by the Board. 


Very truly yours, 


Griffith L. Garwood 
Assistant Secretary of the Board 
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EXHIBIT “H" TO AFFIDAVIT IN SUPPORT 
OF MOTTON FOR A PRELIMINARY INJUNCTION 
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Attention: Clearing Unit - Division of Banking 
Supervision & Regulation 


Gentlemen: 


On April 5, 1974, Equimark Corporation filed with the 
Federal Reserve Bank of Cleveland, Cleveland, Ohio, a 
4(c)(8) Application to retain the voting shares presently 
held by Equimark Corporation of Common Stock of Funding 
Systems Corporation, a 54 per cent owned subsidiary, and 

to continue to engage in the activities presently conducted 
by Funding Systems Leasing Corporation; .and to acquire all 
of the remaining, outstanding voting shares of Common Stock 
of Funding Systems Corporation. 


Equimark Corporation hereby formally requests the withdrawal 
of the application and has, at this time, no intention for 
the resubmission of this application. 

uly yours, 


w4) 
y 


C. WwW, Metcalr 


Vice President, i aati 


JIR:CWM: dmb 


CC: Federal Reserve Bank of Cleveland 
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EXHIBIT "I" TO AFFIDAVIT IN SUPPORT 
OF MOTION FOR A PRELIMINARY INJUNCTION 


Supplemental Information 
to the 


APPLICATION 


To the Board of Governors of the Federal Reserve System 


" EQUIMARK CORPORATION 


445 Smithfield Street, Pittsburgh, Pennsylvania 15222 


FOR PRIOR APPROVAL OF AN ACQUISITION PURSUANT 
TO SECTION 4(c)(8) OF THE 
BANK HOLDING COMPANY ACT OF 1956, AS AMENDED 
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SUPPLEMENTAL INFORMATION 


The following information is provided by Applicant pursuant 


to a written request from John N. Lyon of the Board of Governors 


of the Federa] Reserve System, Washington, D.C. dated June 28, 1874, 


The requested infcrmation is in capital letters, and the answer 


thereto immediately follows: 


Ls WITH RESPECT TO THE TERMINATION OF FSC'S REAL ESTATE 
OPERATIONS REFERRED TO IN EXHIBIT B-5, WHEN WILL SUCH 
TERMINATION BE COMPLETE? 


Please refer to the answer to Question 11B. 


2. EPPECTIVE APRIL 19, 1974, SECTION 225.4(a)(6) OF 
REGULATION Y WAS AMENDED TO RE-DEFINE THE SCOPE OF PERMISSIBLE 
LEASING ACTIVITIES BY BANK HOLDING COMPANIES. THI SUBJECT 
APPLICATION WAS PREPARED AND SUBMITTED PRIOR TO THAT AMENDMENT. 
NEVERTHELESS, ASSUMING THE BOARD APPROVED THE APPLICATION, FSC 
WILL BE REQUIRED TO CONFORM ALL FUTURE LEASES TO THE AMENDED 
REGULATION, ACCORDINGLY, IT IS NECESSARY THAT EQUIMARK IN- 
DICATE WHETHER LEASES ORIGINATED BY FSC PRESENTLY CONEORN TO 
THE AMENDED SECTION 225.4(a)(6), PARTICULARLY SUBSECTION 
(a)(4i), (a)(ili), AND. (a)(iv)(3) THEREOR. 


All leases originated by FSC conform to the amended section 
225.4(a)(¢), particularly subsection (a) (ii), {a) (311), and 
(a) (iv)(3) thereof. 


J. ON PAGE 36 OF THE SUBJECT APPLICATION, IT TS IMPLIED THAT 
FUNDING SYSTEMS LEASING CORPORATION ("FSLC') MAINTAINS EQULEPMENT 
1T LEASES. HOWEVER, EXHIBIT 0-1(h) STATES THAT FSLC “1S NOT 
REQUIRED TO MAINTAIN AND SERVICE THE EQUIPMENT." AS A MATTER OF 
FACT, DOES FSLC OR DOES IT NOT, MAINTAIN AND SERVICE LEASED 


“EQUIPMENT? 

FSLC does not maintain and service leased equipment. The 
reference on Page 36 was just a general indication of another 
service performed by leasing companies, which FSLC might perform 


in the future if and to the extent that it may be legally permissible 


*. and if FSLC's business and finances develop satisfactorily. It 


did not refer to functions performed by FSLC now or expected in the 


near future. 


4. APPLICANT SHOULD COMMENT ON ITS POLICY TOWARDS THE CAPITALIZA- 
TION OF ITS NONBANKING SUBSIDIARIES, SPECIAL ATTENTION SHOULD BE 
GIVEN TO THE DEBT/EQUITY POSITION OF LOMBARD-WALL INCORPORATED AND 
OF FSLC. HAVE FIRM ARRANGEMENTS BEEN MADE TO DIVEST LOMBARD-WALL? 
IF SO, PLEASE GIVE DETAILS. 

Applicant's policy toward capitalization of its non-bank 
subsidiary is a variation of the "building block approach," with 
the parent company raising and controlling the use of the funds of 
all the non-bank subsidiaries. 

Each subsidiary is compared against other firms in its industry. 77 
Consideration is given to the varying degress cf risk exposure, 
losses on loans, earnings experience, market characteristics, 
customer base and competitive position. Based on these factors, 
Applicant establishes the amount of capital which is both prudent 


and economically justified. 


Applicant feels that the debt to equity position in effect at 


Lombard-Wall, Inc., and Funding Systems Corporation is adequate. 


No firm arrangements have been made to divest Lombard-Wall. 
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Applicant continuously monitors the performance of cach of its 


subsidiaries and has not determined that it is feasible to divest 


Lombard-Wall at this time. 


>. BETWEEN 1972 AND 1973, WHY WERE A NUMBER OF ACCOUNTING 
FIRMS CALLED UPON TO CERTIFY THE VARIOUS FINANCIAL STATE- 
MENTS AND REPORTS OF APPLICANT AND SUBSIDIARIES. (FOR 
EXAMPLE PRICE WATERHOUSE & CO.; ARTHUR ANDERSEN & CO.; 
PEAT, MARWICK, MITCHELL §& CO.; J.K. LASSER & CO.; TOUCHE 


ROSS & CO.) 
In 1973, Equimark management made the decision to employ only 
one public accounting firm for Applicant and all subsidiaries. 


Price Waterhouse § Co., Pittsburgh, Pennsylvania, was selected to 


audit and certify to the financial statements of the Corporation 


and its subsidiaries for 1973. In view of the imminent sale of 
; ‘4 
Atlantic Management Corporation, management elected in late 1973 
to continue to use J.K. Lasser & Company, Baltimore, Maryland, for 


-audit and certification of that subsidiary in 1973. 


At the time the Equimark Board of Directors employed Price 
Waterhouse §& Company, a Form 8-K was filed with the Securities 
and Exchange Commission to the effect that the Corporation had 


changed accounting firms. 


6. APPLICANT SHOULD PROVIDE THE CURRENT AMOUNT OF COMMERCIAL 
PAPER OUTSTANDING, AND GIVE ITS AVERAGE YIELD AND MATURITY, 
ALL BACK-UP LINES OF CREDIT SHOULD BE EDENTIFIED AS TO SOURCE 
.AND AMOUNT, 


At June 30, 1974, Equimark Corporation had $76 ,809,761.00 of 


- commercial paper outstanding, The average rate paid on commercial paper 


for the first six months of 1974 was approximately 9 1/2 per cent. The 


average maturity of commercial paper issued is 45 days, 


At the present time, Equimark has the following lines of credit 


available to support its commercial paper issuance: 


Name of Bank Amount of Line 


United States Natfonal Bank of Oregon $ 10 Million 


Liberty National Bank & Trust Co. 
of Oklahoma 4 Million 


Michigan Bank N.A. 6.750 Million 


Fidelity Bank of Philadelphia 7.500 Million 


28.250 Million 


& Applicant is attempting to acquire additional. back-up lines and has 
a firm commitment from Chase Manhattan Bank N.A. to provide an additional 


line of $5 Million if Applicant acquires additional lines totaling 


490 +4 2iion. 


s. FUR LAGH SUBSLDLAKY PROVIDE THE AVERAGE MATURLTLES OR TURN- 
OVER OF THE EARNING ASSETS BY TYPE, SUCH AS LOANS, MORTGAGES , 
LEASES, AND INVESTMENTS IN MARKETABLE SECURITIES. FOR EACH 
TYPE GIVE THE CURRENT AMOUNT OUTSTANDING (NET OR GROSS), AND 


CATEGORIZE AS TO MATURITY CLASSES (I.E,, SIX MONTHS, 1 YEAR, 
OVER 5 YEARS, ETC.). 


-Because of the volume of information requested, it is impossible to 
provide the total answer to this question within the time constraints 


indicated in the request letter. Complete details and answers will be 


submitted in the week of July 15, 1974. 


pre 


However, Applicant can provide the requested information for FSC, and). 


it is as follows: - 


a Average 


Dee. 31, 1973, Maturity 


Lease receivables [gross] $ 66,595,862 5 years 


Maturities Receivables 
during the under 
year ended equipment 


December 31, leases 


1974 $ 20,489,487 
1975 18,507,951 
1976 13,844,451 
1977 : 8,693,424 
1978 3,432,730 
1979 944,371 
1980 529,204 
1981 154,244 


—— 1 


$ 66,595,862 


Notes from rea! estate 
investors 2,192,862 


Maturities 

during the 

year ended Notes 

December 31, Receivables 
1973 and prior $ 362,131 
1974 2,199,157 


1975 1,085,679 
1976 


203,336 


2,850, 303 


Unamortized discount 57,441 


ANT ie Ee 


7. FOR EACH SUBSIDIARY PROVIDE THE AVERAGE MATURLTIES OR TURN- 
OVER OF TIE EARNING ASSETS BY TYPE, SUCH AS LOANS, MORTGAGES , 
LEASES, AND INVES'IMENTS IN MARKETABLE SECURITIES. FOR EACIiI 
TYPE GIVE THE CURRENT AMOUNT OUTSTANDING (NET OR GROSS), AND 
CATEGORIZE AS TO MATURITY CLASSES (1,.E., SIX MONTHS, I YEAR, 
OVER 5 YEARS, ETC.). 


The following information refers to Equimark Commercial Finance 


_ Conrpany: 


Total Portfolio Liquidity in Days: 
Total cash collected/cash outstanding - 


“Year of 1973 45,33 days 
lst 6 months, 1974 45.36 days 
& Month of June, 1974 42,09 days ~ 


Portfolio liquidity in days by category of collateral for the month of 
June, 19745: 
Total cash collected/cash outstanding - 


$38,705,085 ACCOUNTS RECEIVABLE . 28.56 days” 
Accounts Receivable loans are set up on 
a revolving loan basis. 


14,655,763 INVENTORY 
Inventory loans are set up on a revolving 
loan basis and do not liquidate by cash 
collections but by being converted to 
Accounts Receivable. 


1,109,818 MACHINERY & EQUIPMENT 1,107.82 days 
: MachInery & Equipment loans are set up . 


on a term basis with monthly payments. 


681,668 CAPITAL LOANS : 84.00 days. 
Capital Toans are set up on a term ee 


basis (usually 90 days). a 


1,307,038 _ REDISCOUNT 

Rediscount loans liquidate by cash only when 

total outstandings go down and cash loans exceed 
that amount which is made available by applying a 
percentage of advance to current total outstandings. 


meme 


$56,459, 372 TOTAL 
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8. THE FORM F.R, Y-6 FOR THE YEAR ENDED DECEMBER 31, 1973 

CONTAINS A LIST OF THE LOANS FROM APPLICANT TO 11TS SUBSIDI- 

ARTES. WHAT ARE THE TERMS AND INTEREST RATES OF THESE LOANS? 

THE SOURCE OF THESE FUNDS SHOULD BE IDENTIFIED AND CLASSIFIED 

WITH RESPECT TO TERMS AND MATURITY. SIMILARLY, THE USE OF 

THESE FUNDS BY EACH SUBSIDIARY SHOULD BE IDENTIFIED. 

Schedule II of the 1973 FRY-6 contains a summary of loans to 
subsidiaries. The loans to Atlantic Management Corporation, $12,929,300.00; 
and Equimark Commercial Finance Company (formerly WPNB Financial Corp. ), 
$40,000,000.00; are on a demand basis. The rate charged for these funds 
is- rhe prime rate plus 2 per cent. Equimark Corporation obtains these 


funds from the sale of commercial paper. These funds are used by the 


@ubsidiaries to carry their loan portfolios, The advances to Funding 


Systems are as follows: 


Date Explanation aos) Amount 


7 [Comrie er arene amine 


Apr. 3, 1971 Demand note payable [8% per annum] 1,200,000 


Hov. 19, 1971 Subordinated Convertible Debenture 
[8 1/2%] due 1981 3,500,000 


nov. 19, 197a Note payable, due July 28, 1974 
(2% per annum above prime 
bank interest rate] : 1,500,000 


@rov. 23. 1972 Demand note payable [2% per annum 
above prime bank interest rate] 300 , 000* 


Nov, 26, 1973 Demand note payable [2% per annum 


above prime bank interest rate] 300, 000% 


6,800, 000 


*Secured by assignment of certain lease receivabies 
($3,061,000,00 at December 31, 1973]. 
The above funds were used by Funding Systems Corporation to finance 


lease receivables. The funds for advances to Funding Systems come from 


general corporate funds. 


$. APPLICANT SHOULD SUPPORT, FROM AN ACCOUNTING POINT OF 
VIEW, THE ENTRY MADE TO ITS CAPITAL SURPLUS ACCOUNT IN THE 
PRO-FORMA ADJUSTMENTS, EXHIBIT C-1(c). 


Applicant's proposed acquisition should be accounted for as 


a "purchase."' Since App?:c2nt would be paying less than book 


value for the minority interest, this so-called "neg: ive goodwill" 


should be credited to Capital Surplus unless, at the time of 


purchase, certain assets or liabilities acquired must be revalued 


to market. 


Since the amount of revaluation cannot be determined until 
purchase is effected, the pro-forma statement.was based on the 


entire amount of "negative goodwill" being credited to Capital 


Surplus. 


The aforementioned treatment is based on APB No. 16 of the 


Accounting Principles Board of the American Institute of Certified 


Public Accountants. 


10. IN THE APRIL 22, 1974 ISSUE OF THE WALL STREET JOURNAL , 
IT IS REPORTED THAT EQUIMARK HAS COMMENCED A TENDER” OFFER 

FOR SHARES OF FSC, SUCH OFFER TO EXPIRE JULY 15, 1974, wito 
IS PRESENTLY HOLDING SUCH SHARES, AND WHAT 1S THE HOLDER'S 

RELATIONSHIP TO EQUIMARK, IF ANY? 


On April 10, 1974, the Dist of holders of FSC Common Si oc: 


, 


Provided by the Transfer Agent for FSC Common Stock, Chemicz} bank, 


New York, indicated the number of holders as 464. This ficure 


included Equimark Corporation and Funding Systems Corporation 


(Treasury Shares). Of the Other 462 Shareholders, 62 were either 
“brokers or nominees, holding the shares in "street name." 
is the 
That firm holds 100 shares in 
Street name. The other broker and nominee holders have no relation- 


ship to Equimark. 


The remaining 400 Shareholders are individual investors who, 
with one exception have no relationship with Equimark. The one 
exception is Mr. Robert F, Kastelic, Vice President-Finance of 


Equimark and a Director of FSC, who owns 200 Shares of FSC Common 


Sitock. 


First National City Bank, Special Corporate Services Dept, 
P.O. Box 447, Church Street Station, New hevietiel York 10008, is 
acting as depository under the tender offer and, as such, receives 
all shares tendered pursuant to the offer. “First National City 
Bank has no relationship to Applicant other than acting as depository 


in the tender offer. 


A.) IT DOES NOT APPEAR THAT BOARD ACTION WILL BE HAD ON THE 
SUBJECT APPLICATION BY THAT DATE. WHAT ARRANGEMENTS DOES 
EQUIMARK INTEND TO MAKE TO ENSURE THAT IT DOES NOT DIRECTLY 


OR INDIRECTLY ACQUIRE SHARES OF FSC PRIOR TO ANY BOARD APPROVAL 
OF THE SUBJECT APPLICATION? 


Applicant has informed the offerees that it has made an application 

* to the Board of Governors of the Federal Reserve System, pursuant to the 
Bank Holding Company Act of 1956, as amended, for prior approval of 

the acquisition of the outstanding Common Stock of FSC. Applicant has 

also reserved the right to defer acceptance of shares of Common Stock 


tendered pursuant to the offer pending favorable action by the Board of 


Governors of the Federal Reserve System upon the Application. Further- 


more, Applicant shall not be required to purchase or pay for any shares 


of Common Stock tendered if there shall have been unfavorable action or 
no action taken by the Board of Governors of the Federal Reserve System 


upon the Applicant's application for prior approval of its purchase of 


ae . FSC shares. Since it appears that no action will be taken by the Board 


of Governors of the Federal Reserve System on or before the expiration of 


F the tender offer, i.e., July 15, 1974, Applicant intends to extend the 


offer for an additional 90-day period, 


ii A-102 


B.) APPLICANT SHOULD PROVIDE A COPY OF ITS AGREEMENT WITH THE 
MINORITY SHAREHOLDERS OF FSC TO PURCHASE THEIR STOCK, INCLUDING 
ANY SPECIAL TERMS OR COVENANTS. 


Applicant has no agreement with minority shareholders to purchase 
their stock other than an Agreement dated February 4, 1974, as amended, 
. with Mr. Marshall E. Gerson, co-founder of FSC, who resigned as a 


Director, Chairman of the Board and Chief Executive Officer of FSC on 


February 15, 1974. A copy of that Agreement is attached hereto for your 


information, 


C.) IN EXHIBIT B-1(b) IN THE CONFIDENTIAL SECTION, IT IS 
INDICATED THAT SHARES OF FSC ARE TRADING IN THE PRICE RANGE 
OF 1/8 TO 1-3/4. LEQUIMARK PROPOSES TO OFFER $3.00 A SHARE 
FOR SHARES OF FSC. ARE ANY HOLDERS OF SHARES OF FSC. OFFICERS, 
DIRECTORS, OR PERSONS HOLDING MORE THAN 5 PER CENT OF THE 
SHARES OF EQUIMARK? 


Directors - No 


Persons holding more than 5S percent of the shares of Equimark 


Officers - Robert Kastelic, Vice President-Finance of Equimark 


and a Director of FSC, who owns 200 Shares of FSC Common Stock. 


D.) EXHIBIT B-4(b) AND (c) INDICATES THAT EQUIMARK PURCHASED 
194,325 SHARES OF FSC AFTER 1969 AND THROUGH E971 AT $8.00 
’ PER SHARE. HOWEVER, IN RESPONSE TO OUR INQUIRY IN 1972, 

COUNSEL FOR EQUIMARK, BY LETTER OF APRIL ro, 2972... ADV FSED 

THAT EQUIMARK HAD ACQUIRED 155,575 SHARES OF FSC DURING THAT 

PERIOD. A DISCREPANCY OF 38,750 SHARES OBVIOUSLY EXISTS. 

APPLICANT SHOULD EXPLAIN THIS DISCREPANCY. 

There is actually no discrepancy in the figures presented in 
the letter from counsel dated April 13, 1972 and Exhibits B-4(b) 


and (c). 


The inquiry by the staff of the Federal Reserve Board and 
subsequent letter of counsel for Equimark dated April 13, 1972 
related solely to acquisitions of shares of FSC by Equimark occurring 
after Equimark had become a registered bank holding company. The 
letter stated Equimark had increased its ownership of shares from 
the time of Original purchase to the time of becoming a bank holding 
company, but these shares were not the subject of discussion and 
were not enumerated in the letter. The letter specifically stated 


that 155,575 shares were purchased in 1971. 


Equimark originally purchased 375,000 shares of FSC from FSC 


in December of 1969 for $8.00 per share. Prior to the time it 


became a bank holding company on December 30, 1970, Equimark had 
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purchased an additional 11,250 shares from FSC at $8.00 per share 
and 38,750 shares from various individual shareholders of FSC at 
$8.00 per share. The number of shares acquired in 1971 and which 
Were the subject of the letter of April 13, 1972 was 185,578 shares. 
‘The consideration for these shares also was $8.00 per share, The 
aggregate number of shares purchased after Equimark's initial 
purchases of 375,000 and 11,250 shares was 194,325 shares. No 


' Shares have been purchased since November 19, 1971. The total 


*, fmumber of shares owned by Equimark on November 19, 197) and cone 


tinuing to the present date is 580,575 shares. 


- Date’ No. Shares Purchased Price Per Share 

12/69 575,000 $8.00 

Prior to 12770 1,250.4 38,750 8,66 

197] 155,575 ae 8.00 
500,575 


bis Webb Ginibo liv LAM bid bo bbtvAl Uhhh Reibisit LUN OF SItVKLS 

AND PLANNED ACQUISITION OF ADDITIONAL SHARES WOULD ENABLE EQUIMARK 

TO OPERATE FUNDING IN A MODE SIMILAR TO THE OPERATION BY EQU IMARK 

OF ITS OFHER SUBSIDIARIES," 

A.) HOWEVER, APPLICANT ALSO STATES "FUNDING'S BOARD OF DIRECTORS 

TS NOW ENTIRELY COMPOSED OF OFFICERS OF EQUIBANK.'" WHY THEN IS 

THE ACQUISITION OF FURTHER SHARES NECESSARY TO ENABLE APPLICANT 

TO OPERATE FSC SIMILARLY TO ITS OTHER SUBSIDIARIES? APPLICANT 

ALSO STATES THAT FSC GREW FROM $4.4 MILLION IN LEASE RECEIVABLES 

AND EQUIPMENT IN 1969 TO THE PRESENT-DAY LEVEL OF $66.6 MILLION 

"DUE LARGELY TO THE STRENGTH AND BACKING OF APPLICANT." WHAT 

WILL BE THE NEW SOURCE OF BACKING TO FSC, AND WHAT IN DETAIL WILL 

BE THE SOURCE OF THE FINANCIAL BACKING TO FSC? 

When FSC was first organized, and during its early years, Applicant 
was only minimally involved with its daily operations. As recently as 
1972 only 1 of the directors of FSC was affiliated with Applicant. - 
Applicant did, however, provide financial support but, in view of FSC's 

@ceminzaty adequate performance, did not exert a dominant influence 
during these years. 

With the onset of financial difficulties it became clear that 
additional involvement of Applicant would be necessary. The steps taken 
in this direction included the electing of new members of the Board of 

' Directors, moving FSC's corporate headquarters to Pittsburgh, and in 
general the exerting of more direct control by Applicant over the 
daily operations of FSC. These activities were conducted by Applicant 
ri the assumption that the proposed application would ultimately receive 


regulatory approval. 


In order for FSC t» become a viable competitor in the equipment 


leasing activity, it will be necessary that FSC be able to take advantage 


of benefits from depreciation on leased equipment. Without such benefits, 
FSC cannot compete effectively in the equipment leasing field. Acquisition 
of 80 percent or more of the shares of FSC is therefore necessary, in 

order to permit FSC to consolidate its tax returns with Applicant, thus 
‘permitting lease rates to be lower than otherwise possible. Accordingly, 


FSC would become a more competitive organization. 
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Among Leasing companies such as FSC, the ability to use the 
throw-off of federal income tax benefits has become the sine qua non 
of survival. As competition increases, those companies which cannot 
use the tax deferral and the investment tax credit are at an increasing 
disadvantage. This condition partially explains the scurrying about 
of independent leasing companies looking for tax-paying parents. Today, 
in companies such as FSC, tight money and high interest rates have 
caused reduction in lease volume, which reduces profits, and in turn 
“impairs borrowing ability. This set of circumstances makes it almost 
impossible for a leasing company without taxable income to compete with 
Companies that are 80 percent owned by tax-paying parents. 


FSC, having a parent able to utilize these tax benefits, would 


provide economic returns to the parent, thereby increasing the incentive 


to take steps necessary to continue support. 

Applicant will also find it necessary to provide FSC with addi- 
tional support, both managerial and financial, to place FSC on a more 
viable financial basis. In order to justify such involvement, and : 
the consequent expenditure of time and effort by officers of Applicant, 
acquisition of additional shares is Hedeseany. Otherwise, Applicant, 
would in effect, provide 100 percent of the support needed to remedy 
FSC's problems but receive only 54 percent of the benefits. By 
contrast, in the case of other subsidiaries which are 100 percent owned, 
tie supplying of money and effort could be justified to Applicant's share- 
holders because Applicant, along with its 100 percent of risk, would also 
receive all of the profits earned. The contribution of time and effort, 
of course, represents the time spent by officers of the Applicant, on 
problems of FSC, without any monetary compensation from FSC. 

Acquisition of additional shares would also reduce the likelihood 
of problems connected with minority shareholders. While the proposed 
tender offer will not necessarily eliminate minority shareholders, the 


reduction in their number will permit Applicant more flexibility in 


dealing with problems faced by FSC. Problems connected with minority 
Shareholders may dilute the Strength both of Funding Systems and of 
Applicant, inhibiting the attempt to restore Funding to profitability. 
If Applicant is to provide FSC with continued financial support 
in the form of guaranteeing repayment of its borrowings and/or 
investing additional equity Capital, the acquisition of additional 
Shares, in Applicant's view, is a necessity. Without the greater 
control associated with the acquisition of additional shares, the 
financial risks involved with such an endeavor are not commensurate 
with the benefits received by Applicant. Accordingly, failure to 
acquire additional shares reduces the desirability of continued, 


let alone expanded, strong financial support from Applicant. 


As a result of Applicant's proposal, the public will benefit 


from continuation of a viable competitor in the equipment leasing 
field. FSC is active in making leases of equipment valued between 
$10,000 and $20,000, of particular benefit to small business organiza- 
tions. In order to continue offering these services, it will be 
necessary for Applicant to provide the additional management and 
financial resources embodied in the proposed application. 

-There is no new source of backing for FSC. Applicant has_ been 
Supporting FSC from a financial standpoint and expects, if the Applica- 
tion is approved, to continue that Support. This financial backing comes 
from general funds of Applicant and is used by FSC to meet payrolls 


and other general operating expenses. 


He) APPLICANT SHOULD. PROVIDE DETAILS CONCERNING TIE COSTLY 

AND. UNPROFITABLE REAL ESTATE OPERATIONS OF FSC DURING 197) 

AND 1972. 

The operations in question were those of Rehab Properties, 
Inc. ("Rehab"), a wholly-owned subsidiary of Funding Systems 
Properties Corporation ("FSPC"), which is a wholly-owned subsidiary 


of Funding Systems Corporation ("FSC"), 


Rehab was formed in October, 1970, and prior to March, 1973 


Cie ya 
*.had acted as consultant, advisor and financer to developers of multi-, 204 
family real estate projects, the great majority of which involved 


the rehabilitation of low and moderate income housing pursuant to 
a program of federal mortgage in*urance and subsidy payments dndéy 
Section 236 of the National Housing Act. 

Rehab's participation in a typical rehabilitation project was 
as follows: An individual sponsor/developer (who, pursuant to 
Department of Housing and Urban Development ("HUD") practices, was, 
in most cases, a member of a minority group and had limited 
experience in real estate construction, investment, financial and 
tax matters) would obtain preliminary indication of HUD's Willing-- 
ness to insure both construction and permanent first mortgage- 
financing for the rehabilitation of a specific multi-family housing 
project. 

The developer/sponsor would approach, or would be approached by, 
Rehab, and Rehab would advise him in connection with the structuring 
of the project as an investment vehicle for a Syndicate of investors 
‘(generally individuals) in the form of a limited partnership (the 
"Partnership"). The limited partnership interests were intended for” 
purchase by a limited number of sophisticated investors with income 
tax positions warranting such a purchase, and were generally sold 
to investors by registered broker-dealers, whose services Rehab 


advised the developer/sponsor to secure. 
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Investors usually purchased limited partnership interests for 


a cash payment (usually 12-15 percent of the total investor purchase 


price) and a negotiable Promissory note payable to the Partnership 
Over a period of, usually, five years. To enahle the Partnership 

to obtain sufficient capital, Rehab purchased for cash a portion 

of the investor notes from the Partnership, and made payment to 

the Partnership for the notes in stages over a period of approximately 


two years. The balance of the investor notes were delivered by the 


» Partnership to Rehab in Payment of Rehab's fee as financial advisor. 


Rehab took all investor notes without recourse to the Partnership; 
however, the notes were the personal liability of the investors and 


were secured by the investors' limited partnership interests. 


Rehab went out of the real estate business in March, 1973; and, 
Since then, its present real estate operations have consisted solely 
of efforts to collect monies due and owing from real estate operations 
initiated prior to that time. The monies due and OWing Rehab consist 
primarily of the unpaid balance of the notes of investors in real 


estate limited Partnerships. 


Rehab presently holds notes in the original principal amount 
Of $4,092,000.00 of which $1,568,104.00 has been paid and $2,523 ,896.00 
remains outstanding. As of December 31, 1973, Rehab's management 
established a reserves of approximately $600,000.00 for losses 


with respect to outstanding notes receivable. 


C.) APPLICANT CLAIMS THAT FURTHER LEASING EXPERTISE WILL 
BE MADE AVAILABLE TO FSC. ESLC HAS BEEN UNDER APPLECANT'S 
CONTROL SINCE 1969, BUT HAS SUFFERED HEAVY LOSSES. WHAT 
ARE THE COMPONENTS OF THE EXPERTISE TO BE MADE AVATLABLE 
TO FSLG? 

Original agreements between Applicant and FSC restricted 


Applicant from having a voice in management as long as FSC was 


showing profitable ‘operations. 


Today, in addition to having M. Niles Edwards available, whom 
‘Applicant considers to have very superior abilities (See Exhibit 
F-2 of Confidential Section of original Application), FSC has 
installed other new officers with demonstrated abilities. William 
M. Holls, Jr., an executive with strong leadership and managerial 
abilities, and who is widely known and well received in related 
financial circles has been elected President. Those junior 
officers of FSC who had shown desirable capacities have been trained 


and elevated in position and responsibility. 


is on loan from Applicant to FSC to restaff and restructure the 
collections operations. Other technically and personally qualified 


personnel have been employed in Pittsburgh to replace most af the 


New York staff. Training was accomplished both in New York and 


Pittsburgh. 


DP.)  APPLICANE SHOULD DOCUMLNT SPECIFICALLY Tit REASONS bun 
THE LOSSES OF FSLC, AND WHAT MEASURES WILL BE TAKEN TO INCREASE 
THE PROSPECTS OF FUTURE PORFITABLLITY. (TF POSSIBLE, PRO- 
FORMA FINANCIAL STATEMENTS SHOULD BE SUBMITTED FOR FSC AND 
PSLC, ESTIMATING THE FINANCIAL POSITION AND OPERATING RESULTS 


WITHIN SIX TO TWELVE MONTHS. ) 

The reasons for the losses of FSLC are threefold: 
Managerial judgment; 
Money market conditions; 


Transition within the leasing industry. 


It appears that former management placed ever-increasing volume ""s 
ahead of the restrictive limitations of conservative credit evaluation, 
control of sales costs, and advantageous financing of leases. While 
it is difficult to grade past credit standards, it is observable 
that (a) in 1971 and 1972, a single line officer was in charge of 
both sales and credit; and (b) collection losses were heavy in 1973 
and growing worse in the first months of 1974. 

In late 1972 and early 1973, sales costs were expanded at a 
rapid pace to a high point in February 1973 of 52 salesmen in 22 
offices. The rapid expansion with inexperienced salesmen was not 
digested, and sales volume actually declined. This cash drain, 
coupled with increasing interest rates, forced a program of cutting 
sales personnel who were below quota production. This move was too 
late to avoid substantial nonproductive costs, and today FSLC is 
still experiencing costs arising from this debacle. Today, there 
are eleven salesmen and nine offices. The New York City Branch 
Office has been closed, and its area is being serviced by the Boston 
Regional Office; the Columbus Branch Office has been closed and its 
area is being serviced by the Pittsburgh Branch Office; and the 
‘Seattle Branch Office has been closed, and its area is being serviced 


by the San Francisco Regional Office. 


When FSLC was ee ie of leases was started with 


two banks, one that charged rates’ of 2 1/2 percent to 4 percent 
above the prime rate and another that charged 1 percent to 3 percent 
above the prime rate. Both accounts provided for full recourse 

to FSiLC, It would be expected that management would have negotiated 
to obtain lower cost financing or to remove other onerous conditions 
of the financing arrangements, such as those relating to delinquency 
information discussed below, when and if FSLC became successful 
and/or obtained additional capital. FSC became successful (as 
reflected by published financial statements) and received infusions 
of capital in’ 1969 and in March, 1972, and received $5,000,000.00 

in unsecured subordinated loans in 1971. Not a penny has been lost 
by any bank from financing FSLC leases (all 90-day defaults have 
heen repurchased,) yet the same interest rates were paid by FSLC 
with recourse as were often available to hip-pocket lessors withovi 
recourse, Yet nothing was done to seek improvement of the bank 


Financing arrungements. 


The borrowing arrangements provided for the lessees to make 
payments directly to the banks. This procedure has resulted in the 
loss by FSLC of control of up to 60-day delinquency information. The 
lending banks, with one exception, are less than satisfactory in 


furnishing current receipts information. ‘This Situation has contri- 


buted to the poor collection performance of FSLC and to the necessity 


to increase the bad-debt reserve. : 


Sharply rising and very high interest rates have had adverse 


effects on the earnings of FSLC. Bank prime lending interest rates 


rose to 10 percent in 1973 and to 12 percent in 1974, creating 
three negative effects: 
(a) Interest costs on floating rate borrowings increased 


sharply and were not offset by increases in income. 


(b) The forward commitment nature of the leasing business 


placed FSLC in the position OL fpr tt ing at lease rates based on 


then current interest costs; and, after payment of equipment invoices, 
borrowing months later at higher jnterest rates. Thus the con- 
templated gross margin diminished or vanished. 

(c) In the market: for candi Veeeee. the sales volume of 
equipment leasing has declined in almost inverse proportion to the 
duration and severity of the increases in lease rates. This reduction 
in sales, in addition to damaging profits as described in (b) above, 
is further damaging in view of the difficulty of forecasting the 
duration or rate of climb of interest cost increases. This condition ©’ 

tends to retard the prompt upward adjustment of lease rates and the 
reduction of sales costs through the discharge of sales personnel. 
and the closing of offices. The postponement of these actions is 
costly if delayed in the face ot a continuing rise in interest rates, 
but it is equally injurious to FSLC if the actions are.taken when 
interest rates are peaking, leaving the company unprepared to pursue 
the market. To avoid the latter circumstance, FSLC had taken the 
postponement approach, as evidenced by much of the losses incurred: 
in 1973 and now being incurred today. In other words, the forecast 
of earlier peaking interest rates was wrong. 

In addition to the usual conditions resulting from a tight 


money Situation, special circumstances of the "two-tier" prime .ate 


have negatively affected FSLC's profits. Most of the lessees of FSLC «i 


are small businesses and professional people who generally are 
subject to the lower prime, whereas FSLC finances iis leases at 
the higher prime rate. This condition has had the effect of 


increasing the marketing costs of finding and selling such leases. 


Significant transitions within the leasing industry have been 
taking place over the past oe years and are having a devastating 
effect on the FSLC type of independent leasing company: As pre- 
viously described, the tax-paying parent, owning at least 80 percent 


of the leasing company has obtained economic advantapes not present 


in the independent leasing company. In addition, bank holding 
companies generally have lower cost sources of money than independent 
leasing firms, and pass on such lower cost money to their subsidiaries. 
FSLC might have been able to meet slightly lower priced competition 
with better sales personnel and more creative sales techniques, but 

it is impossible to survive competition which is ee below FSLC's 


borrowing costs. 


The following measures should be taken to increase the prospects 
‘of future profitability: 

i. A tax-paying parent must be found to own 80 percent of .the.. 
outstanding common stock. 

his Such parent needs to assist -he FSLC in obtaining funds 
roughly comparable in cost to those of the competition. The 
assistance should be directed toward helping FSLC to arrive at a 
position where it will be able to (a) obtain some of its funds 
from outside sources on a considerably more realistic basis than 
at present, and (b) generate near-term profits to take advantage of 
expiring net operating loss carry-forwards and Federal investment 
tax credit. 

ds Tighter controls must and are being established over 
home office and field expenses. 

4. Credit evaluation, which had grown overly stringent in 
the wake of deteriorated collection experience and in view of the 
bisitselne aiiieiibiudion money crunch, must be reviewed and revised 
with the assistance of highly qualified personnel experienced in 
credit analysis of the size companies serviced by FSLC. 

ce Changes are required in collection procedures to allow 
better follow-up in the first 60 days of delinquencies. This is 
of paramount importance as it affects, sig ificantly, the volume 


of defaults and charge-offs. It is doubtful that a thorough job 


can be accomplished until Beri secured financing arrangements 
ee 


are moditied or replaced to allow rents to be received directly 
by FSLC. Such an arrangement would allow prompt collection follow-up, 
institution of late charges (which adds the ‘squeaking wheel" 
incentive for timely lease payments) and better control of: 

personal property tax payments which could be put 

on an escrow basis, 

payments received in incorrect amounts, 

records of delinquent and defaulted accounts, 

relations with customers who lose contact with 

FSLC when payments are mailed elsewhere. 

6. Marketing objective should be modified. The sales 


Organization, sales techniques, and compensation should be revised 


to conform to the marketing objectives and to stimulate incentive. 


It is not possible for Applicant to estimate pro- forma financial 
statements for FSC and FSLC at the present. However, in place thereof, 
Applicant hereby submits Funding Systems Corporation Consolidated Balance 


Sheet dated June 30, 1974 and Funding Systems Corporation and Subsidiaries 


Consolidated Statement of Income: 


FUNDING SYSTEMS CORPORATION 
CONSOLIDATED BALANCE SHEET 
JUNE 30 


» 1974 


ASSETS 


& Cash 658,196 
, Lease receivables and equipment 62,059,475 


Office equipment and leasehold improvements S$ 526,970 

Less: accumulated depreciation and 5 ai 
amortization (158 , 166 ) 368,80 
Prepaid expenses 4,576,304 


Peel Smale ain Cceditecltl 


Total Assets $'67.662.7/9 


AA tected 
LIABILITIES 


Notes payable to Banks 5 48,246,203 


Notes payable to Equimark Corporation 6,200,000 
Other liabilities 2,767,655 
8 1/2% subordinate convertible debentures 3,500,000 


ce Total Liabilities S$ 60,/13,848 


CAPITAL 


Common stock (1,093,350 shares, $.01 par) S 10,934 
Paid-in surplus 8,308,110 
Retained earnings (1,204,849) 


Less: Treasury stock - at cost (165,264) 


Total Capital 5 6,948,931 


Total Liabilities and Capital $ 67,662,779 


peelhssl Hd tinettant BAR Asal 


FUNDING SYSTEMS CORPORATION AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF LNCOME 
mS EAT EL 


Six Months Ended 
June 30, 1974 


LEASING OPERATIONS: 


Income - 
Finance lease income earned 3,895,045 


Other 22,205 


3,917,250 


Operating expenses - 
Lease acquisitian costs 1,350,903 
Interest 2,847,980 
General and Administrative 741,924 


4,940,807 


Income (loss) from leasing operations 
before deferred income taxes (1,023,557) 


Provision for defer-ed income taxes -0- 


Less - Allowable investment tax credit -0- 
oe 


(1,023,557) 


Income (loss) from leasing operations 


Income (loss) from discontinued real estate operation -0- 
SES 


Net ince-s4 (loss) (1,023 557) 


CONSGLIDATED STATEMENTS OF RETAINED FARNINGS (DEFICIT) 
_.__FOR THE SIX MONTHS ENDING JUNE 30, 1974 


7° mmc 


Retained eaiiiags (deficit), January 1, 1974 $ (181,792) 


Net income (loss) (1,023 337) 


Retained earnings (deficit), June 30, 1974 (1,204, 849) 


12, EQUIBANK N.A. GRANTS LOANS TO LESSORS OF PERSONAL PROPERTY , 
AND FUNDING SYSTEMS CORPORATION OBTAINS FUNDS, IN PAKT, THROUGH 
BORROWINGS FROM BANKS, ARE THE LOANS GRANTED BY EQUYHANK SIMILAR 
IN NATURE TO THE LOANS OBTAINED BY FUNDING SYSTEMS? 


No, 


A.) IF THE LOANS GRANTED BY EQUIBANK ARE NOT SIMILAR IN NATURE 
TO THE LOANS OBTAINED BY FUNDING SYSTEMS, WHAT ARE THE DIFFERENCES ? 


& Equibank lends to lessors primarily on @ non-recourse bass and 


looks to the creditworthiness of the lessee to amortize the loan with 
lease payments. A security interest in the equipment is granted to 
Equibank by the owner-lessor to secure the loan, and Equibank also is 
assigned the lease payments by the owner-lessor. Funding Systems borrows 
from other commercial banks on a full recourse basis ant is esponsible 


to amortize its own loan payments. 


B.) IS EQUIBANK N.A. ONE OF THE BANKS FROM WHICH FUNDING SYSTEMS 
OBTAINS SECURED OR UNSECURED BORROWINGS? 


No, 


13, EXHIBIT E-l1(a) INDICATES THAT EQUIBANK'S LEASE FINANCING 

» ACTIVITIES ARE CONCENTRATED IN TRANSACTIONS INVOLVING CAPITAL 
EQUIPMENT COSTING IN EXCESS OF $500,000.00, ELABORATE ON THIS 
ACTIVITY BY SHOWING: 


A.) THE VOLUME OF EQUIBANK'S TOTAL LEASE FINANCING ACTIVITIES. 


Total Lease Financing Portfolio equals $34,550,800.00. 


B.) THE NUMBER AND DOLLAR AMOUNT OF LEASE FINANCING TRANSACTIONS 
WHICH EXCEED $500,000.00, 


The number and dollar amount of lease financing transactions which 
exceed $500,000.00 equais 23 in number and $32,630,000.00 in dollar 


amount, 


C.) THE NUMBER AND DOLLAR AMOUNT OF LEASE FINANCING TRANSACTIONS 


of 


WHICH DO NOT EXCEED $500,000.00. 


The number and dollar amount of lease financing transactions which 


do not exceed $500,000.00 equals 13 in number and $1,920,800.00 in dollar 


amount, 
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14, HEN EQUIBANK GRANTS LOANS TO LESSORS, DOES EQUIBANK RELY 
PRIMARILY ON THE CREDITWORTIINESS OF THE LESSEE OR THE LESSOR? 
IN THE EVENT OF A DEFAULT, DOES EQUIBANK HAVE RECOURSE TO THE 
LESSOR? 
Equibank relies on the creditworthiness of the Lessees involve? 
the proposed lease iinancing transaction, for example: Dun & Bradstrect 
5Al companies, with a good history of operating performance. In the 


event of default, the Bank does not look to the Lessor but to the Lessee 


and the equipment pledged as collateral. 


15. SUPPLEMENTAL INFORMATION INDICATES THAT EQUIBANK BIDS ON 

LEASING TRANSACTIONS AS THEY ARE CALLED IN BY LEASING COMPANTES., 

WITH WHICH LEASING COMPANIES DOES EQUIBANK HAVE BUSINESS AS A 

RESULT OF THIS BIDDING PROCEDURE? 

On Pape 3 of the Confidential Secticn of the Application is a list of 
leasing companies with which Equibank does business. With the exception 


of Bud Behling Leasing Co., Inc., of Bridgeville, Pennsylvania, and 


@iestern Reserve Leasing Co., Inc., of Pittsburgh, Pennsylvania, all other 


business relations developed from bidding. The two exceptions developed 
because of long business relationships between the Bank and the two 


customers, 


A.) THE CONFIDENTIAL RESPONSE TO EXHIBIT E-3(b) LISTS LEASING 
COMPANIES WITH WHICH EQUIBANK PRESENTLY HAS BUSINESS RELATION- 
SHIPS, ARE THOSE RELATIONSHIPS THE RESULT OF MAKING BIDS ON 
LEASING TRANSACTIONS? 


Refer to above answer. 


B.) WHAT IS THE SERVICE AREA OF EQUIBANK'S LEASING DEPARTMENT? 


Assuming that the Lessor and Lessee are acceptable to Equibank from 


a credit standpoint, Equibank will bid on a lease financing transaction 


generated from any part of the United States. 


WHO ARE THE COMPETITORS OF EQUIBANK'S LEASING DEPARTMENT? 


C. ) 
® Equibank's competitors are other commercial banks that provide 


lease financing. 


D.) WHEN EQUIBANK BIDS SUCLZSSFULLY ON A LEASING TRANSACTION, 
HOW ARE THE TAX AND DEPRECIATION BENEFITS ALLOCATED AND WHO 


ARRANGES THE ALLOCATION? 
Tax and depreciation benefits are allocated by the owner-lessor 


of the equipment between the owner-lessor and lessee, Equibank is not in 


the direct leasing business and is never an owner-lessor; therefore, it 


plays no part in the above allocation, 


E.) WHAT IS THE NATURE OF TIE PROPERTY INVOLVED IN THE LEASING 
TRANSACTIONS UPON WHICH EQUIBANK BIDS? 


Equibank's lease financing portfolio is primarily composed of 


aircraft, computers and construction equipment. 


16. THE OVERALL RESPONSE TO EXHIBIT F LEAVES THE IMPRESSION THAT 

THERE ARE NO PUBLIC BENEFITS ASSOCIATED WITH! APPLICANT'S RETENTION 

OF PARTIAL OWNERSHIP OF FUNDING SYSTEMS, BECAUSE DURING THE PERIOD 

OF PARTIAL OWNERSHIP FUNDING SYSTEMS DETERIORATED. IS THIS AN 

ACCURATE IMPRESSION? IF NOT, WHY NOT? 

With respect to the retention of ownership of 54 percent of FSC 
along with the acquisition of the additional shares, the public will 
benefit from continuation of a revitalized competitor in the leasing 


business. If Applicant were not to retain these shares and increase 


its holdings to a viable percentage then as a nractical matter FSC must ° 


be either sold or liquidated. In view of the company's current problems, 
it is unlikely the sale or liquidation would maintain FSC's status as 

a independent competiccr. Instead, sale or liquidation would result 

in FSC's merger with an existing leasing organization. Accordingly, 
denial of this Application will have the adverse effect of eliminating 

a competitor from the leasing business. 

In contrast, continued ownership of these shares along with the 
acquisition of additional shares will permit Applicant to revitalize 
FSU. The public will benefit from the effects of increased competition 
generally, as well as from the increased volume of leases extended as 
FSC grows into a ijiarger organization. 

The past expansion and development of Funding Systems from $4.4 
miilion in lease receivabies in 1969 to $66.6 million in 1974 filled a 
void in the leasing business by better serving the small business and 


professional man, thus providing benefits to the public. It is a recogniz | 


Aele; 


fact that Funding has suffered losses; however, Applicant does not feel 


it necessarily follows that there are no public benefits associated with 
Applicant's retention of partial ownership of Funding. Upon review of 
the history of the company, Applicant has determined that the losses 
experienced by Funding were primarily due to insufficient communication 
and management control over Funding by Applicant. These problems 
centered in the areas of complete credit investigation of lessees, 
collection procedures and internal accounting controls. Other uncontroll- 
’ able causes of losses were due to the escalating interest rates payable 
by Funding and increased competition within the leasing fields. Having 
recognized the area of losses, Applicant intends to institute procedures 
that may restore profitability, and these procedures are provided in the 
answer to question 11 (d) contained herein. It is Applicant's opinion 
that Funding is at a point where, with such procedures, it can survive 
the losses and be stablized to a point where it can continue to grow 
and become a more viable competitor, thus producing benefits to the 
public. 

Furthermore, although the Board considers the retention of shares in 
the same light as the acquisition of additional shares, it is an inescapable 
fact that for all intents and purposes, Applicant's interest in Funding 
Systems begin as a de novo venture. Such expansion is generally in- 


herently procompetitive and thereby beneficial to the public. 


17. DOES EQUIBANK BID ON LEASES ORIGINATED BY FUNDING SYSTEMS? 
No. 


ADDEEDUE 


By apres one: of ‘the parhias and for bye considerations 


-2 


mentioned therein, the term ef the Avreouent tectween the part os 
hereto dated Yebrusry ", lO7K and the time during which the 
option cranted under said Ahereement may be exereised are here 


by exterded lo Septomber 15, 1974, 
ae MORON, the parties. herets, “athena tne Lo 
hove omusud thin lidundin te the afupes 


Narecmiente hen ibe es towde Hag 


MARSHALL ©. GERSON 


BEST COPY AVAILABLE 


AGRERMEN'T 


THIS AGREEMENT. made tivis | _ dev Of Fatrunpy. porch 


{ ty and between RQUTMARK CORPORATION, a» Pennsylvania business for- 


Doration (nereinafter ca) ind "EKQUTMARK"), and MARSHALL F. GERSON. 


of New York Citv, New York (referred to here!nafter as "GERSON" ) 


YT Tak ease ey 


FQUTMARK plens to make » tender offer toll the Shore- 


melders of Common Stock of Fundins Svsteins Corporation (hereinafter 


ealled “PSc") to purchase a} outstanding shares, Said tender 


offer {s subject to the approval of the foerd of Governors of Lhe 


Vaderal Reserve System, 


Tn consideration of the Sum in United States currence 


esa) to the price per share to te offered tn a formal tender offer 


'O Fe made hv "OYUIMARK to All the ontsteandin: shareholders of FSc 


: Vor their voting Common Stock to be peid as nerrinefter steted and 


'n further consideration of tne miteiml spreaments sei forth herein, 


a GERSON #nd FOUIMARK aaree, covenant and werrant as follows: 
Z BY GERSON: 
1. That he !s the sole owner of 605.020 sheres of fommon 


Stock ($.91 per value) of pac free and «jeer of 9)}} lfens, eleing 


"nd encumbrances, 


2. That he doeg heretyv vrant., five, convey and transfer 


la ROW MARK. {ts successors and assiens the exclusive rimht to nun 


‘aed “hase and acquire his 45,920 shares of votine Cammoan Stock of PB 
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a 


at the skove tender offer price per share extended to ®1). share- 


holders of FSC. 


3. That he does hereby watve end relinquish #1) riehts 


end cleims against. FSC, Funding Systems Leesins, Corporation. Funding 


_Svstems Capital Corporation and Eoutmark and their respective officerr, 


directors, employees, shareholders and any sundsidiarites thereof thet 

mav exist under hts employment contract with FSC dated December 10. 

1989, as amended, *nd under an arpreement between FSC and WPNB Cor- 

poration (now FQUIMARK) dated December 10, 1969, ag amended, end . 
FOUIMARK does waive any rithts and claims against, GERSON under said ie 
avreements and will recommend to FSC 9 relerse to FSC and its 

subsidtsries of #1] rights and claimng3 ArAinst GERSON under sata 


Prreements. 


EQUIMARK CORPORATION covenants, warrents and arrees: © Lee 
1}. That this rteht will promptly be exercised ty EOUT- - 


MARK, subject to the »pproval of the Board of Governors of the 


27encies, at anv time be before Jaly 1.  eTO by mivinre written 


notice to GERSON in person or bv mailing said notice of exercise to 
b. ct16 


him at METI S hig re 5 i kK SAN G Chae by certified mail. 


return receipt requested. Upon notice being eiven as eforesaid., 
SERSON wlli cxecute all necessary lepal documents ta effectuate the 
exercise of the option in exchanre for the aforementioned sum and 
will weaves to KOUIMARK at. {ts prinetpal office locnted at libs 
Smitnfield Street, Pittsburirh Pennsslvanta, certificates for the 


aforementioned %5,920 shares in nesotieble form with anv required 
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trensfer stamps atteched and free and clear of all Tlens, mletne 
end enc'imtrances and will receive pavment at. said delivery of the 


total sin of money rforement.toned. 


2. That tt will Immediately apply for spprovel of the 
‘ .oroposed tender offer to the Federa] Reserve Board and a)]} 
appropriate government agencies and will prosecute same visorously 


and will make the seneral tender offer at the earliest possible 


moment. 


3. That it has taken the necessary corporate action to 


enter into this agreement. 


4, That it will pay to GERSON the same price in the same 


manner paid ty it to all the other aforesaid shareholders of FSC 


‘ CPV se 


Subject to the approval of brris—eg-peement—end the offer by the . 
Federal Reserve Board and any other applicable governmental agencies. 
In the event the Federal Reserve Board or any other governmental 
agency fail to approve or indicate disapproval of FQUIMARK'S 
acquisition of additional shares of FSC or for any reason EQUIMARK 


does not purchase GERSON'S shares as herein contemplated by July 1, 


1974, then this agreement shall become null and void on that date. 
THIS AGREEMENT shall inure and be binding upon GERSON and 
EQUIMARK as well as their respective heirs, executors, administrators, 


successors and assigns. 


THIS AGREEMENT sets forth the entire agreement and under- 


Standing, between the parties 4s to the subject matter of this arree-~ 
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ment and merees end supersedes al) prior arrnements, commitments, 
representations, writings and discusstons between the, whether written 
Or oral. It iS expressly understood that no representations, pro- 
mises, warranties or amreements have been made by either parts 

except as the same are set. forth herein. Except as otherwise ex- 
pressly provided in this arreement, this apreement may not te 


amended or terminated except in writing and signed by the parties 


hereto. 


IN WITNESS WHEREOF, each of the parties hereto, intending 
to be lexzally bound hereby, have caused this agreement to be duly 


executed, on the date and year first above written. 


EQUIMARK CORPORATION 


7 Legler. 4 


or Gae ef oy ON SN oe 
5 , € r 


WITNESS: MARSHALL E. GERSON 


ADDENDUM 


Delivery of shares as required under Paragraph 1 may, in 
the alternative, be made to EQUIMARK at Chase Manhattan Bank, 52nd 
Street and Sixth Avenue, New York, N. Yo 

t VA’ 


et / EUs eC -- 
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EXHIBIT "J" TO AFFIDAVIT IN SUPPORT 
OF MOTION FOR A PRELIMINARY INJUNCTION 


PROSPECTUS 


$15,000 Shares 


Funding Systems Corporation 


COMMON STOCK 
(S.01 Par Value) 


Of the 315,000 shares of Common Stock offered by this Prospectus 300,000 shares are being 
purchased by the Underwriters from the Company and 15,000 shares from certain stockholders of 
the Company. (See “Principal Stockholders and Selling Stockholders.”) Prior to this offerine 


to? 


there has been no public market for the Company's shares. The price of the shares offered hereby 
has been determined by negotiation between the Company and the Underwriters. 


THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION 
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. 
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 


| Underwriting Proceeds 


| Proceeds to 
Price to Discounts and to Selling 
Public Commirsions | Company(2) Stockholders(2) 
Hee Bimey aver sie tee Ni atlan etu S15.00 S135 $13.65 $13.05 
EO ELT ZCMRY I ere te Lien Neca cat aes TAN Sty oi $4,725,000 $425,250 $1,095 000 $204,750 


(1) In order to satisfy overaiiotments, if any, the Company has granted to the Underwriters the 
right to purchase up to 18.000 additional shares at any time during a period of 30 days after the 
date hereof, at the public offering price set forth above less underwriting discounts and commissions. 
The overallotment option may provide additional compensation or benefits to the underwriters. ‘lo the 
extent such right is exercised, the total price to the public, the total underwriting discounts and comunis- 
sions, and the total proceeds to the Company will be correspondingly increased 
(2) Before deducting the expenses of this offering estimated toa he S285.000 68.05 per share) 
payable by the Company and $1,600 (RE per share) payable by the Selling Stockholders, 
This offering involves: 
(a) Special Risks concerning the Company (See “Risk Factors”, page 3). 
(hh) Tmamediate Substantial Dilution (See ‘Dilution’, page 5). 


See “Underwriting concerning indemnification of the underwriters. 

‘These securities are offered by the Underwriters subject to prior sale and withdrawal, cancellation 
or modification of the offer without notice, and when, as and if accepted by them, and subject to approval 
cH entire duel aiatiine da leehtaciktie Wannouhienin & MacRae, counsel for (he Underwriters. Webster 
Shetheld Pleischaaimi Hitchcock & Brookfield, counsel for the ( ompany, and by Waehtell, bipton, Rasen 
X& Iaty. counsel for the Selling Stockholders. His expectod: that delivery of the sccnrittes will be made 
at the office of Mew York Securities Co. Incorporated, One New York Ulaza, New York, New York 
10004, on or about March 22, 1972. 


NEw YORK SECURITIES Co. 


Incorporated 


The date of this Prospectus is March 15, 1972. 


y 


IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER. 
ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE 
MARKET PRICE OF THE SHARES OF COMMON STOCK OF THE COMPANY AT A 
LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN 
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT 
ANY TIME. ' 

No dealer, salesman, or any other person has been authorized by the Company, the Selling 
Stockholders or the Underwriters to give any information or to make any representations other 
than those contained in this Prospectus, and, if given or made, such information er representations 
must not be relied upon as having been authorized. This Prospectus does not constitute an offer 
Or solicitation by the Company, the Sell ¢ Stockholders or any Underwriter or dealer within 


o 


any state to any persor: to whom it is unlawful to make such offer or solicitation, 
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Until Tune 13, 1972, all dealers effecting transactions in the repistered securities, whetier 
or not participating in this distribution, may be required to deliver a Prospectus. This is in 
addition to the obligations of dealers to deliver a Prospectus when acting as underwriters and 
with respect to their unsold allotments or subscriptions. 


The statements in this Prospectus are made as of the date hereof except wher otiierwise 
indicated, Neither the delivery of this Prospectus nor any sale made hereunder shal], under 
any circumstances, create any implication that there has been no change in the affairs of the 
Company since the date hereof. 
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THE COMPANY 

Funding Systems Corpoxation, through its wholly-owned subsidiary © mpanies, is enzaged nation- 
wide in the business of general equipment leasing on a full payout basis, peoviding cormoalting and finane- 
ing services to builders and spapsors in connection with the development of Timited pacteerships for 
investment jo aw and moderate tacome housing: and, toa limited extent. in real estate morigage broker- 
age and fnzacing and real estate brokerage. The Company's equipment leasing activities ase essentially 
financing arrangements for the lessees. TExcept where the context may otherwise require, the term 
“Company refers to Prnding Systems Corporation and its subsidiaries 


Funding Systems Corporation was incorporated on Aprif 14, 1969 under the Tiws of Delaware. 
Its principal executive and administrative offices are located at 450 Park Avenue South, New York, New 
York 1O0lG CVelephone 212/889-0130). Vhe Company's leasing operations are conducted through 20 
offices which the Company maintains throughout the United States Its real estate operations are 
presently conducted through offices in New York. 


’” 


The Company is a subsidiary of Hequimark Corporation ¢“tqur nack”), a holding company formerly 
called WENE Corporation. As of the date of this Prospectus, fq:amark owns approxnnately 71% of 
the Company's outstanding stock. See “Relationship With Pquiaark’ for a description of the Coin- 
pany’s securitics owned by Hquimark. Subject to the approval of the Pederal Reserve Board, Equimark 
will convert 375,000 shares of the Company's Convertible Preference Stocks held by it inte the same num- 
her of shares of the Company's Common Stock. Upon completen ef the offering, Equimark will own 
approximately 520 of the Company's outstanding stock. (See “Vrincipal Saockholders and Setiuig Stock- 
holders” and “Relationship with Equimark’’.) 


Risk Factors INTRODUCTORY STATEMENT 


In analyzing this olfering, prospective investors should carcfully consider, anwng other factors, 
the following: 


1. Funding Systems Corporation a New Company. Although the Company's executives have 
had considerable experience in the businesses in which it operates, the Company has been in 
operation only since July, “969. (See “The Company”, “Business” and “Sdanagement’.) 

2. Detendence Upon Financing. The Company's leasing operations depend heavily on the 
availability of financing and, if the Company is unable to obtain financing on a favorable basis in 
the future, there can be no assurance of its success. ‘The Company's ability to obtain such financing 
would be affected, among other things, by its financial condition and prevailing economic conditions. 
No asstianee can be given that the Company will in the futiire be able to obtain external financing 


In amounts adequate for its purposes or at rates acceptable to if. (See “Financing Equipment 
Purchases.) 


3. No vfestrance of Continued Financing From Equimark. Since December, 1969, Equimark 
has purchased from the Company equity securities in the amount of approximately $4,000,000, 
has made loans to the Company of $3,500,000 in convertible debt and approximately $4,000,000 in 
other debt, and has guaranteed $2,000,000 of the Company's bank loans. ‘There can be no assurance 
that Pquimark will contiite to provide financing or extend guaratitces io the Company in the future. 
In the event that, for any reason, the Company is unable to obtain bank borrowings, a refusal by ihe 
Federal Reserve Board to approve Equimark’s purchase of additional equity securities of the Com- 
pany could have an adverse effect on the Company. (See ‘Relationship with Equimark”.) 
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4. Equipment Leasing Business Highly Competitive. The equipment Icasing field is highly 
competitive and the Company competes with other leasing companies and commercial finance com- 
panies as well as an increasing number of commercial banks which also lease equipment to others, 
a number of which have considerably greater finaricial resources and larger sales staffs than the 
Company. There is no assurance that the Company will be able to continue to compete effectively 
in the equipment leasing field. {See “Business—Equipment Leasing Operations—Competition”. ) 


5. Changes in Conditions May Require Increased Reserves For Collection Losses. The Com- 
pany has provided for collection losses in amounts considered to be adequate based upon its experi- 
ence and present economic conditions. There caw be no assurance that the rate at which such 
provisions have been made may not have to be increased in the future if changed economic con- 
ditions require. (See “Credit Policy”.) 


6. Possthle Adverse Effect of Changes in Accounting Mfcthods. Vf certain clarifications of 
accounting principies presently being considered by the accounting profession were to result in a 
change in the method of recording a lease transaction in the accounts of a lessee whereby equipment 
leasings might become less desirable to customers than outright purchase, the Company's leasing 
business could be adversely affected in the future. (See “Leasing Sales’’.) 


7. Lack of Experience in Disposition of Equipment Upon Termination of Leases. The 


Company has had very little experience in the disposition of equipment in its equipment leasing 
business which began in 1969. However, the residual valuations which it has recorded on these 
equipment leases are based upon estimates which the Company believes to be reasonable. (See 
“Accounting Method and Residual Vaiuation”. ) 


8. Factors Affecting Availability of and Market for Real Estate Limited Partnerships. The 
availability of low and moderate income housing projects in which real estate limited partnerships 
can invest effectively is dependent upon the availability of borrowings and the cost of money to 
the developers of such prajects, and upon the existence of favorable tax laws and regulations 
and government guarantees, interest reduction payments, and rent supplement payments. An 
increase in the cost of money ora fecrease in the amount of funds available for investment in 
real estate mortyages, or a substantial curtailment or modification of the tax laws or the nature and 
extent of government participation, could decrease the availability of such projects and materially 
adversely affect the | ompany’s operations in the structuring of real estate limited partnerships. In 
addition, the demanc for such limited partnerships is substantially dependent upon the existence of 
favorable tax laws and regulations and government guarantees: if either of the foiegoing is sub- 
stantially curtailed or modified, the Compaay’s future operations in this ficld could be adversely 
affected. (Sce “Real lstaie Limited Partnerships’. ) 


9.” Restrictions Upon Issuance of cldditional Voting Stock. Vhe Company has agreed not to issue 
additional voting stock after this offering unless it first offers to sell to Iequimark a munber of shares 
which would permit Equimark to maintain ownership of the lesser of its then current percentage or 
S1S6 of the Company's outstanding voting stock, but in no event shall the Company issue voting 
stock without Equimark’s consens if such issuance would require Equimark to purchase more than 
$2,000,000 worth of such stock in order to maintain its ownership as described ~bove. quimark 
owns an 844% Subordinated Convertible Debenture due 1981 in the principal amount of $.!,500,000, 
convertible, in whole but not in part, into 159,091 shares of the Company's Common Stock orior 
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to November 19, 1976, and warrants to purchase 50,000 shares of the Company's Common Stock 
exercisable at S12 per share until December 31, 1974, which Equimark may at its option use to 
maintain its percentage interest in the Company's voting stock. (Sce “Relationship with Lqui- 
mark” and “Common Stock’’.) 


10. Controlling Interest of Equimark. Vquimark, by reason of its controlling interest in the 
Company, is and will in the future be able to elect all of the directors of the Company if it chooses 
to do so and, in such event, the holders of the remaining shares of Common Stock will not be able 
to clect any directors. (See “Principal Stockholders and Selling Stockholders’. ) 


V1. Restriction on the Company's sictivitics. As a subsidiary of Kquimark, a bank holding 
company, the Company is subject to certain regulations with respect to the activities it may conduct, 
There can be no assurance that the Company will be permitted to continue all of its present activities 
Or engage in new activities. (See “Relationship with Equimark”.) 


Dilution 


When the shares of Common Stock offered to the public hereby are sold, the present sharcholders 
of the Company will own approximately 729 of the outstanding shares of the Company's stock (prior 
to exercise of the warrants and Qualified Stock Options and conversion of the Debenture discussed 
below) which they will have acquired from the Company at an ageregate cast of $4,569,686 or an average 
cost of $5.70 per share, and the persons purchasing the Common Stock offered to the public hereby will 
own approximately 286 of the outstanding shares at an agerepate cost to them of $4.725,000 or $15 00 
per share. Assuming that the warrants and Qualified Stock Options discussed beluw had been fully 
exercised but that the Dehenture discussed below had not been converted when the shares of Common 
Stock offered to the puble hereby are sold, the present stockholders would own approximately 74% 
of the Company’s outstanding: stock acquired at an aguregate cost of $5,453,416 or an average cost of 
$6.21 per share and the persons purchasing the Common Stock offered to the public hereby would own 
approximately 26° of the outstanding stock acquired at an aggregate cust to such purchasers of 
$1,725,000 or $15.00 per share. 


After giving effect to this offering, the net tangible book value per share of the Company's stock 
owned by the present shareholders will Increase from $6.58 per share at December 31, 1971, to $8.22 
per share as of such date, and the net tangible book value per share of the Common Stock purchased 
by the public at $15.00 per share will be $8.22 per share, based on December 31, 1971, firures. The 
purchasers of the Common Stock offered to the public hereby will thereby sustain an immediate dilution 
from the public offering: price of $6.78 per share. ' 

Upon the completion of this offering the Company will have outstanding warrants to purchase an 
aggregate of 63,750 shares of Common Stock, Qualified Stock Options to purchase an aggregate of 
128723 shares of Common Stock, and a $3,500,000 Debenture convertible in whole but not in part into 
1SQ.09L shares of Common Stock (approximately 64, 1% and 14Ce, respectively, of the Company's 
stock to be outstanding on completion of this offering). (See “Management”, “Relationship with 
Equimark”, “Qualified Stock Option Plan” and ‘Outstanding V/arrants”.) 


Further Registration 


Pursuant to agreements made with certain stockholders, at the time of the purchase of their stock, 
the Company has filed a registration statement with the Securities and Exchange Commission for the 


purpose of registering 62,475 shaces of its Common Stock under the Securities Act of 1933, as amended, 
for sale to the public by such stockholders who may sell such shares from time to time commencing no 
sooner than 90 days from the date of this Prospectus at such prices as may be obtainable in the over- 
the-counter market. Such stockholders do not include Equimark, any officers or directors of the 
Company or the Selling Stockholders. 


USE OF PROCEEDS 
The net proceeds to be received by the Company from the sale of the 300,000 shares of Common 
Stock being offered by it hereby, after deduction of expenses, will be approximately $3,810,000. Such 
proceeds, plus any proceeds resulting from the exercise of the overallotment option by the under- 
writers, will be added to the Company's general funds for use as working capital. The Company will 


not receive any of the proceeds from the sale of the 15,000 shares of Common Stock offered by the 
Selling Stockholders. 


CAPITALIZATION 
The following table sets forth the capitalization of the Company as of December 31, 1971. and as 
adjusted to reflect the sale of the 300,000 shares of Common Stock offercd by the Company hereby and 


the conversion of 375,000 shares of the Company's Convertible Preference Stock by Equimark into 
375,000 shares of the Company's Conimon Stock. 


In July 1971, the Company effected a 1 for 2 reverse split of all of its outstanding stock. All 


references to numbers of shares and amuunts per share in this Prospectus have been adjusted for this 
reverse split. 


Outstanding 


$ 5,000,000 


An Adjasted 


$ 5,000,000 


1,080,877 
1,500,000 


1,980,877 
Notes payable to principal stockholder (3) .. 1,500,000 
Notes payable to banks secured by lease receivables and 
equipment (4) 24,728,313 
Total senior debt 33,209,190 
814% Subordinated Convertible Debenture due 1981 — 3,500,000 
Convertible Preference Stock, $.01 par value; authorized 
750,000 shares; 375,000 shares outstanding (5) 3,750 
Preference Stock, $.01 par value; authorized 1,000,000 
shares, unissued 
Common Stock, $.01° par value; authorized 5,000,000 
shares; 415,050 shares outstanding (6), 1,120,050 shares 
as adjusted (7) (8) ‘ 4,451 11,201 
Paid in surplus 4.576.585 B383.885 
1.078.355 1,078,355 


~ §,003, 141 9,473,141 


4,728,313 


2 
33,209,190. 


~~ 3,500,000 


Less—notes due from officers pursuant to Executive 


Stock Purchase Plan 215,000 


Total stockholders’ equity 
Total 


ee 
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(1) 


(2) 
(3) 


(4) 


(5) 


Includes $2,000,000 guaranteed! by Equimark pursuant to its agreement to guarantee $2,000,000 of 
short-term bank loans through December 31, 1974, and $500,000 secured by $860,000 of real estate 
investor notes, ‘These loans bear interest at rates ranging from 6.69 to 8.596, taking into account 
compensating balances. 


The note bears interest at +412 percentage points above the lender’s prime rate, which was 514% 
per annum at December 31, 1971. , 


The note bears interest at 2 percentage points above the Iender’s prime rate, which was 514% per 
#nnum at December 31, 1971, and is due on February 1, 1973, 


The secured notes outstanding as of December 31, 1971, bear interest at rates ranging from 714% to 
M'4¢o per annum related to the lenders’ minimum commercial lending rates in effect at dates of 
berrowing and imatuure at various dates through December 31, 1979. At December 31, 1971, the 
composite average interest rate was 9.6%. (See Note 2 to Financial Statements. ) 


The Company's Certificate of Incorporation was amended on July 23, 1971, to provide that upon 
conversion of all of the outstanding Convertible Preference Stock the authorization for this class 
of stock shall be eliminated. As described under “The Company” and “Relationship with Fqui- 
mark’, all of the outstanding shares of Convertible Preference Stock will be converted into Com- 
mon Stock, subject to the approval of the Federal Reserve Board. 


Does not inchide additional shares of Common Stock reserved at December 31, 1971, for issuance as 


follows: 63,750 shares upon the exercise of outstanding warrants; 50,000 shares upon the exercise 
of options under the Company's Qualified Stock Option Plan, under which options to purchase 
12,873 shares were outstanding on December 31, 1971; 22,500 shares under the Company's Executive 
Stock Purchase Pian; 159,09) shares upon the conversion of the Company's 81460 Subordinated 
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Convertible Debenture due 1981; and 375,000 shares upon conversion of the outstanding Con- 
vertible Preference Stock. 


Includes 375,000 shares of Common Stock to be issued to Equimark on conversion of its Convertible 
Preference Stock. 


Does not include additional shares of Common Stock reserved for issuance as follows: 63,750 shares 
upon the exercise of outstanding warrants; 30,000 shares ipon the exercise ef options under the 
Company’s Qualified Stock Option Plan, under which options to purchase 12,873 shares were out- 
stusting on December 31, 1971; 159,091 shares upon the conversion of the Company's 84S 
Subordinated Convertible Debenture due 1981; and 15,000 shares to the Underwriters to cover 
overallotments, if any. 


The Company is obligated under various leases for its office facilities providing for annual rentals 


aggregating approximately $120,000. Srch leases expire at various dates extending through February, 
1987. (See Note 9 to Financial Statements. ) 


FUNDING SYSTEMS CORPORATION AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF OPERATIONS 


The following consolidated Statements of operations of Funding Systems Corporation and sub- 
sidiaries for the period fron inception (April 14, 1969) to December 31, 1969, and the two years ended 
December 31, 1971, have been examined by Arthur Andersen & Co., independent public accountants, as 
set forth in their report included elsewhere in this Hrospectus. 


These statements should be read in conjunct on with the consolidated financial statements and 
related notes included elsewliere in this Prospectus. 
Inception 
{Anrit 1, 


1969) to Year Ended December 31, 
December 34, ~= - — 
i969 1970 (Nate f) 1971 

oe 


— 


Income: 
$ 421,460 $2,622,618 $6182 504 
- fi 1,313,710 
— 28) 189.431 


421,100 


2921911 ~ 7,976,915 


Operating expenses: 
Lease acqintsition costs (Note b) BV A492 1,327,197 2,951,125 
Interest (Note by) i ee 44,793 O34 596 2,120,965 
General and veel 296,516 531,472 §81.570 
Real estate financing operations (Note ¢) 117,563 543,512 
Cost of discontinued marketing program 105,120 


758.101 2011,0.3 6,500,162 
Income (loss) hefore provision for income taxes (336,611) STOOLS 1,476,783 


Provision for income taxes (Note d): 
Federal (deferred) : 160,000 722.000 

_— 371,000 

oar 7 nna 3°50), 
1,200 (wh 12.090 
£200 165,000 360,099, 


1,116,783 


Incame (less) before Federal income tax reduction .... (337,841) 145,913 
Reduction of bederal income tax Provision, resulting from 
Prior year's Joss cirry-forward (Note d) .... bee -- 169,000 
Net income (loss) ($ 337,841) $ 305,913 
Earnings per common and common equivalent share — poor ea a 
(Note e¢): 


Income (loss) before tax reduction ($1.30) 
Federal income tax reduction 


Net incame Close}: (S130) 


$151 
“740,316 


Average number of shares outstanding (Note e) ae 259,151 


“088.935 


Notes on pages 9 and 10 are an integral part of these statements 


NOTES TO CONSOLIDATE STATEMENTS OF OPERATIONS 


(a) The consolidated statements of operations include the accounts of all subsidiaries, all of which 
are wholly-owned. All significant intercompany transactions have been eliminated in consolidation. 


(b) The Company uses the finance method of reporting lease income for financial statement purposes. 
In accordance with such method, revenues from leasing operations represent the excess of gross lease 
receivables over the cost of the leased equipment less its estimated residual value. When each iease 
contract 1s consummated, sufficient revenue is credited to income to offset the lease acquisition costs, 
including a provision for collection losses. The balance of the revenue is credited to income over the 
term of each lease on the sum-of-the-months-digits method. 
Prepaid interest on notes discounted is amortized on the sum-of-the-months-digits method resulting 
in charges proportionate to the amortization of lease revenues. 
The lease acquisition costs include provisions for collection losses as follows: 
luception (April 14, 1969) to December 31, 1969 ... §$ 40,000 
Year ended December 31, 
192 127 
802,011 


The estimated residual value of leased equipment is the lower of estimated salvage value (approxi- 


mately 10% of cost) or the purchase option price for the equipment, if any. 
) / ) I P i july 5) 


(c) The Company engages in the development. of iow and moderate income housing partnerships, 
and conducts real estate mortgage brokerage and financing activities. Conimissions carned for its services 
are recorded as inceme upon consummation of the transactions. Commissions for the development of 
the housing partnerships are generally received in the form of notes maturing serially over a period not 
exceeding five years. Such notes bear interest at rates ranging from 6% to 10% and, for accounting 
purposes, liave interest imputed to 1090. (See Note 3 to Financial Statements for method of amortiza- 
tion of imputed interest.) 


The expenses for real estate financing operations include provisions for collection losses of $50,000 
inthe year ended December 31, 1971. 

(d) Consolidated income tax returns are prepaced using the operating method of accounting for 
leasing operations in tien of the finance method described in Note (b). In accordance with the operating 
method, lease receivables are reported as income when due and the relited leased equipment. is 
depreciated using an accelerated method. The Company has avatlable operating: losses (for income tax 
purposes only) which may be used to offset taxable income in future vears of approximately $750,000 
expiring in) 1974, $1,350,000 expiring in 1975 and $750,000 expiring: in 1976, 


Federal income taxes provided for the year ended December 31, 1971, primarily represent taxes 
deferred because of the timing differences in recording revenue and expenses for financial statement 
amd income tax purposes in accordance with the foregoing: methods, 


The Revenue Act of 1971 provides for a Job Development Investment Credit: against Federal 
income taxes, subject to certain limitations and depending on the useful life of the property, of 7% 
of the cost of qualified personal property ordered after March 31, 1971, or acquired after August 15, 
1971, regardless of when ordered. Vor financial statement purposes, the Company has adopted the 
policy of reflecting the allowable portion of such credit as a reduction in the provision for deferred 
Federal income taxes. The total credit available is Limited to an amount based upon the term of the . 
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respective lease contracts rather than the longer useful life of the property used for income tax 
depreciation and investineut credit purposes. ‘The Company has available approximately $150,000 and 
$840,000 of investment credits for financial statement and income tax purposes, respectively, which 
may be used to reduce the provision for Federal income taxes in future years and which expires in 1978, 


Allowable investment tax credit for the year ended December 31, 1971, is equivalent to $.51 of - 


earnings per common and common equivalent share. 


(e) Earnings per common and common equivalent share have been computed using the weighted 
average number of shares outstanding during each period after PIVING, appropriate retroactive recognition 
to the Company's 1 for 2 reverse stock split in July, 1971, and in 1970 and 1971 to the conversion, 
as of the begining of the period, of the convertible preference stock. Convertible preference stock in 
1969 and outstanding warrants and options for the subsequent periods have not been included in the com- 
putation since sta securities have an antidilutive effect. 


Fully diluted earnings per common share are not presented since the assumed conversion of the "37% 


subordinated convertible debenture does not have a dilutive effect on earnings per common share. 


(f) The consolidated statements of operations reflect the opzrations since November 30, 1970, 
of a wholly-owned subsidiary acquired on that date from Investors E-onomic Systems, Inc., a former 
affilisie (see Note g) in a transaction accounted for as a purchase. The purchase price ($10,000) was 
$127,964 in excess of the underlying equity in net assets acquired. “Uhis excess, as subsequently 
reduced by $64,000 representing the Federal income tax benctits of operating loss carry furw 


ards existing 
as of the date of acquisition which were subsequently realized hy the ¢ 


‘olmpany, is being amortized by 
charges to income on a straight-line basis over 10 years, Amortization of $533 and $6,398 for the years 
ended December 31, 1970 and 1971, respectively, ts included in general and administrative expenses. The 
condensed summary of earnings pf the Company and this subsidiary (formed in February, 1970), had 
such subsidiary been acquired on the date it was formed, is as follows: 

Year Ended 
December 31, 1970 


(Unaudited) 
So aiaensseiic ce cianence 


Reventie. «....65 00 Ue ene g ea ee uae eee SNS oe a bel pau ewe a, $2,990,020 


Income hefore extraordinary item 


Net income 


Larnings per common and common equivalent share: 
Income before extraordinary jian ....... ee ae aes $12 


Net Income ..... : 


The Company acquired was primarily engaged im real estate mortgage 
lnokerage activities at the time of its acquisition. While the Company 
has continued to engage in this activity, it has not contributed sipmificantly 
lo gross or net income (See “Lusiness—-Brokerage and Financing”). 


(g) Other than the distribution of its investment in Investors Economic Systems, Inc. ($6,500) 
to its shareholders (sce Note 10 to Financial Statements), there were no other dividends paid by the 
Company during the periods covered by the accompanying consolidated statements of operations. The 
Company's convertible preference stuck does not have a preferred dividend requirement, however, the 
holders thereof share in dividends on the same basis as the holders of the Company's common stock. 
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DIVIDENDS 
The Company has not paid any cash dividends on its outstanding shares and does not have any 
present plans to pay any cash dividends in the foreseeable iuture since it intenis to reserve its funds 
for use in its business. Future dividend policy will be determined by the Board of Directors, in tis 
discec. on, in light of the prevailing financial needs and earnings of the Company and other relevant 
factors. (See ‘Description of Common Stock.’’) 


BUSINESS 
The Company has been engaged in equipment leasing since it commenced business in 1969 (see 
“Equipment Teasing Operations’) and since December, 1970 has also epgaged in real estate operations. 
(Soe “Real estate Operations.”) The following table sets forth, for the years 1970 and 1971, the relative 
percentage contributions to revenue and to income before (“Pre-tax Income’) and after (‘Net Incume’’) 
income taxes and extraordinary items of these components of the Company's business: 
1970 


TPre-tas Net Pre tar 
Revenue Income Incomes Reevenve Income Income 


ee neers, ame ae moe ces omen ee men sas 


Equipment leasing 85% 84% 59% 73% 
Real estate ... 15 Ue 41 27 
100% 1096 6 100% 100% 


Reference is made to Notes 2 and 3 to Financial Statements for the respective accounting policies for 
the recording of revenue and income for the operations shown abov:. 


Equipment Leasing Operations 
General 


The Company's leasing operations are designed to-fill the diversified needs of a large varicty of 
customers and are not limited to any special types or classifications of equipment or to any particular 
industries, The Company's equipment leasing activities are essentially financing arrangements for the 
lessees. The following table sets forth the approximate percentages of the total dollar amount of Jeases 
outstanding on December 31, 1971, by the principal classifications of equipment leased. 

Electronic Accounting Equipment ....6.. eee. Rees ies 27% 
Hlectromic Data Processing Equipment 

General Oflice Equipment 

Tndustrial Production and Manufacturing Equipment 

Material Handling and Transportation Equipment 

Hospital and Medical Equipment 

Mictal Working an! Machine Too! Equipment .... 

Printing and Graphic Arts Equipment . 

Miscellancous Equipment 


The Company has not engaged, and does not presently intend to engage, in the leasing of aircraft, 
automobiles, trucks or major computer installations. 

The Company. does not maintain inventories of the equipment which it leases to others, but pur- 
chases equipment from manufacturers and distributors in accordance with the directions of prospective 
lessees and at prices established by the vendors. Substantially all af the equipment leased by the Com- 
pany is new. Hf a customer already has acquired title to new os substantially new equipment, the Com- 
pany may purchase the equipment and lease it back to the customer. The purchase price paid by the 


Company in such cases is the same as or less than the price paid to the manufacturer of the equipment 
by the customer. 
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Leascs 


At December 31, 1971, the Company's lease receivables were represented by approximately 3,100 
leases in force with approximately 2,550 customers. No single customer accounts for more than 14% 
of the Company's lease receivables. 


The terns of the Company’s teases range from two to cight years and are usually for five years. The 
leases are non-concellable. All leases are “full payment” leases, which means that they provide for : 
payments in armounts adequate in the aggregate to return to the Company, by the end of the lease, the 
cost of the equipment and other related lease expenses ant profit. Other related lease expenses 
inchide interest pavable by the Company (sce “Financing: Equipment Purchases”) and administrative 
expenses. The amount of the rental payment and purchase options, if any, are negotiated between the 
Company and the customer. 


The Company does not make a firm commitment for the purchase of any equipment until a lease 
contract has been signed and, in most cases, a cash deposit received from the customer. This deposit, 
in the form of a security deposit or prepaid rent, usually ranges front. a minimum of one month's rent 
to 10°. of the cost of the equipment. Manufacturers’ warranties, service contracts and similar rights 
relating to equipment leased by the Company are made available to the lessecs. The Company is not 
required to maintain and service the equipment. Jrases are on a net basis reqitiring the lessee to insure 
and maintain the equipment and to pay all taxes in respect thereto, other than Iederal, state and local 
income and franchise taxes of the Company. 


Leasing Sales 


The Company employs 92 persons in its equipment leasing operations of whom 54 are engaged 
primarily in sales-related activities. The Company maintains 7 regional offices in the Atlanta, Boston, 
Chicago, Ios Angeles, New York, San Francisce and Seattle areas and 13 additional branch offices 
across the United States through which it solicits leases from customers of equipment manufacturers 
and distributors and from prospective lessees directly. The number of branch offices may increase or 
decrease as the Company's sales network is developed. The Company considers its offices and office 
facilities to be adequate for the nature and size of its present equipment leasing operations. 


Prior to January $971, the Company depended primarily on independent lease brokers. However, | 
the Company has reduced its direct use of independent lease brokers to one leasing Company in St. Louis, 
and has expanded its branch office operations to maintain closer relationships with equipment manufac- 
turers and distributors and its 'o.sees. Substantially all of the Company's leases are now being written by 
its own marketing force. ‘Voe Company's salesmen obtain leasing customers through original equip- 
ment manufacturers, their sales personnel, or in some cases their distributors, who recommend the 
Company's leasing arrangements in connection with their own marketing activities, by direct solicitation 
of prospective lessees and, to a lesser extent, through the acquisition from original equipment manu- 
facturers of leases which such wanufacturers have already :made with their customers. Although the 
Company has reduced its direct use of independent lease brokers, tts salesmen may obtain leases from 
brokers to whon commissions may be paid. In addition, referral fees may be paid to others who assist 
in finding: customers for the Company. Such commissions and fecs vary depending upon the anticipated 
profitahility of the lease to the Company and the total cost of the leased equipment. The Company 
provides marketing assistance to original equipment manufacturers and their sales personnel, including 
lease forms, brochures and sales (raining under informa! arrangements with the various sales offices of 
the manuiacturers. ve 
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The Company's leasing operations are subject to the Economic Stabilization Act of 1970, as 
amended) and the regulations thereunder, which are intended to stabilize wages and prices. Although 
ne regulations ar rulings have been issued under the Act which specifically cover the Company’s leasing 
operations, it appears that the Company may only increase the rentals on equipment which it leases 
over the highest rental charged in a substantial number of transactions (as defined in the regulations) 
during the fieeze base period to reflect increases in allowable costs, including: interest rates which are 
not presently controlled undec the Act, and only to the extent that such increases will not result in an 
increase in the Company's overall profit margin, 

The Accounting Principles Board of the American Institute of Certified Public Accountants is 
currently considering: a requirement that leased property and the related obligation of the lessee under 
certain types of Jeases should be recorded on the lessee’s balance sheet. “The Company's equipment leasing 
transactions would be subfect to this requirement. “Po the extent that the recording of obligations under 
equipment eases on the lessce’s balance sheet may make equipment leasing less attractive to the lessee, 
the equipment leasing business might be adversely affected. 

Vhe following table sets forth certain information covering the Company's equipment leasing 
business since imeeption, 


Arpregate Receivables and estimated 
Face Amount residual values at Unearned 
of Contracts Cost of end of period Income at 
Written During Related a = 2 End of 
Residuals Period 


leach Period Equipment Receivables 


Inception (April Pf, 1969) $4,400,000 $ 3,100,000 $ 4,200,000 $ 300,000 $1,200,000 
to December SF, 19 
Year ended December ; 
1970 18,200,000 13,200,000 18,900,000 1,600.000 4,500,000 
Year ended December 
34,500,000 25,600,000 43,900,000 3,600,000 9,100,000 
Credit Policy 
In determining whether or not to engage in a particular lease transaction, the Company gives 
primary weight fo the financial strength of the prospective lessee and secondary consideration to the 
type of equipment to be leased. Credit investigations of all prospective new lessees are conducted, 
including bank reports and/or reports or ratings of independent credit agencies and, where appropriate, 
reviews of financial statements On the lease contracts assigned as security for bank loans, an additional 
credit review is ordinarily performed by the bank. 


In maintaining its selective credit policy, the Company has experienced no material collection 
losses to date. On any defaulted lease, the Company is entitled to accelerate all unpatd future rentals, 
to repossess the eqripment, to sell or re lease the equipment, to charge the expenses of sale to the lessee, 
and fo hold the tessee liable for any deficiency 


The following: table sets forth certain information with respect to the Company’s reserve for credit 


losses since mecpttion, Reseceeiat EndiolPeriod 
Atnounta a ae ae Se cee nae 
Nenerve at Additions Porcentare of Charred OD Ratio to 
Berinning fo Reserve Receivahtea Net of Recelvables 
Period of Period Amount Added Recoveries Amount Outstanding 


— ed 


Inception (April 14, 1969) to 

December 31, 1969 — $ 40,000 91% $ — $ 40,000 10% 
Year ended December 31, 1970 40,000 102.127 1.05 85,127 147,000 OR 
Year ended December 31, 1971 147,000 862,011 2.50 198,569 $810,442 1.85 
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Since a majority of the*Company's receivables are collected directly by the banks to which they have 
been assizmed, any delinquencies in such receivables are first handled by the banks involved. Asa result, 
and because of the Company's relatively short history, the smformation developed to date with respect to 
delinquenctes is not yet considered statistically significant. Tfowever, based on the experience of the 
Company's management in the banking and leasing fields and on communication with its banks, the 
Company considers that it does not have a material amount of delingu nt receivables. 


Accounting Method and Residual Valuation 
g 


The Company uses the finance method of reporting lease income. In accordance with such method, 
the revenue from leasing operations represents the excess of pross lease receivables over the cost of 
the leased equipment less its estimated residual value. When each lease contract is consummated, sufficient 
revenue is credited to income to offset the lease acquisition costs, including: a provision for collection 
losses. The balance of the revenue is credited to income over the term of each Iease on the sum-of-the- 
months-digits method. 


Prepaid interest on notes discounted (see “Tinancing F-quipment Purchases’) is amortized on the 
sum-of-the months-digit method resulting in charges proportionate to the amortization of lease revenue. 


‘The estimated residual value of leased equipment is the lower of estimated salvage value (approxi- 
mately 10¢@ of cast) or the purchase option price for the equipment, if any. ‘The actual residual value 
of Jeased equipment is expected to be realized by sale to or lease renewal by the original lessee. Renewal 
rentals received after expiration of the original Tease term will first be applied as a reduction of the 
related residual valuations. After the residual valuation of a particular item of equipment has been 
fully realized, any additional receipts from renewal rentals or sales proceeds will be taken into income. 
Because of its short history, the Company has not yet realized any significant residual values. Any 
overestimation or underestimation of residual valuation of the equipment under a lease would result in 
an overstatcment or understatement of income reeognived during the life of such lease and would result 
ina loss or gain in a corresponding amount upon disposition of the equipment at Jease termination, 


Financing Equipment Purchases 


Funds for the purchase of equipment to be leased by the Company are obtained through secured 
and unsecured borrowings from banks and other financial institutions, from long-term debt, ana from 
the Company's equity funds. ‘The secured borrowings are secured by the assipnment of the related lease 


contiacts and by the grant of a security interest in the ieased equipment and are guaranteed by Funding 
Systems Corporation which is hable for any defaults to the extent of the loans secured by the 
assipniments. 


Under present secured banking arrangements the Company obtains a loan equal to 759 or 80% of 
the net receivable amount under cach lease contract which is assed as security for the loan. 


At December 31, 1971, secured indebtedness to banks aggregated $24,728,313 with interest on such, 
indebtedness ranging from 7129 to 144Co per annum and with payments confonning to the lease 
contract collection schedules, “Phe Company had secured borrowing relationships with 13 commercial 
banks located in New York, New Jersey, Illinois, Pennsylvania and Texas. Additional secured indebted- 
ness of $1,°80.877 had been borrowed on a short-term basis from WPNB Financial Corporation, a 
wholly-owned subsidiary of Iequimark. 
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Fquimark, the Company's principal stockholder, has guaranteed until December 31, 1974, an aggre- 
gate of $2,000,000 of the Company's unsecured indebtedness to banks borrowed for the interim financing 
of equipment purchases. (Sce “Relationship with Equimark’’.) 


All of the Company's credit arrangements with banks are subject to modification or termination at 
the convenience of the lender. An increase or decrease in interest rates will not affect the interest rates 
on the Company's long-term notes outstanding secured by assignments of leases or rental payments 
under such leases in force at the time of such increase or decrease, but will affect the cost of future 
borrowings by the Company. 


Competition 


The equipment leasing field is highly competitive and the Company compceles with other leasing 
companies and commercial finance companies as well as an increasing number of commercial banks which 
also lease equipment to others (including Western Pennsylvania National Bank, Equimark’s principal 
subsidiary, in the greater Pittsburgh area), many of which have ;onsiderable greater financial resources 
and larger sales staffs than the Company. 


Real Estate Operations 
Real Estate Limited Partnerships 


Since the last quarter of 1970 the Company, through its wholly-owned subsidiaries, Devon Tequity 
and Funding Corporation (“Devon”) and Rehab Properties, Inc., has been in the business 0. pro- 
viding services to developers and sponsors of low and moderate income housing projects where there 
is a need for equity funds, most of which projects are Federally-insured, including the planning, 
structuring, and financing of real estate limited partnerships which offer prospective investors a variety 
of investment opportunities including tax benefits. Participations in these partnerships are sold for 
either cash alone or cash and interest-bearing notes maturing within five years. 


The Company receives a fee for its services from such partnerships, yenerally by assignment of 
the interest-bearing investor notes. In addition, the remaining investor notes are generally assigned to 
the Company at face value in part for cash and in part for an agreement to make further payments 
i cash without interest. “Lhe Company has no recourse on the basis of the notes against the partner- 
ship, but each note is secured by a pledge of the partnership interest of the investor making the note 
and, in the event of default, is with full recourse to the investur’s personal assets, 


At December 31, 1971, the Company had participated in the structuring of 19 partnerships. At that 
date, the Company was providing: services in connection with the saructuriye of E33 additional prurtnerships. 
There exist, however, no binding commitments to pay fees in connection with the latter partnerships and 
ho assurance cin be given that the structuring of these partnerships will be completed. 


Substantially all of the partnerships formed for the development of low aud moderate income 
housing to which the Company provides services receive most of their financing thiough loans insured 
by the Depertment of Housing and Urban Development (SHHUD"); in addition, under present regu 
lations, HUE) may make interest reduction payments on suc holoans and rental supplement payments to 
the developers of such housing: which qualifies under such regulations. ‘The saleability of the partnership 
interests is to a large degree dependent upon the existence of such EIUD participation, which may 
depend on government funding, and the tax benefits available for such housing development. A change, 
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in the policy of TIC, the present tax laws or the regulations thereunder could result in the Company 


being unable to find and develop partnerships for sale to investors. The Company is not itself subject 
to regulation by THUD, 


Until May 1978, the only broker-dealer through whom partnership interests had been sold to 
Investors was Phe LES. Management Group, Inc, a broker-dealer reyistercd with the Securities and 
Exchange Commission anda subsidiary of Investors Economic Systems, Inc. (“INS"), a former affiliate 
of the Company. ‘The Company's interest in TES was distributed to the Company's stockholders as a 
dividend in’ March 1971 (see Note 10 to Financial Statements). Since June 1971, the partnership 
mterests have been sold through another registered broker, as well as HES, and it is contemplated that new 
partnership interests will be placed through additional registered brokers in the future. The Company 
Will not enter into any transactions with TES on terms less favorable than those that could be obtained 
from other securities brokers in the sale of partnership interests. 


Brokerage and Financing 


The Company's real estate mortgage brokerage and financing and real estate brokerage activities 
are comiucted by Devon and consist of providing brokerage services and arranging mortgage and con- 
struction financing: from financial institutions for real estate dey clopers and builders located throughout 
the United States and in Canada. Although these operations have been profitable since January 1, 1971, 
they have not contributed significantly to the Company’s gross or net income. In the negotiation of the 
terms of loans, the Company acts as an intermediary and may in the future participate in such loans 
provided the borrower meets its credit standards and other criteria. 


The real estate mortgage market is highly sensitive to the supply and cost of money, and cither a 
substantial decrease in the amount of money available for mortgages Or an increase in interest rates 
could materially adversely affect the Company's real estate mortgage operations. 


Offices and Employees 


In comnection with its services to real estate limited partnerships and its brokerage and financing 
activities, the Company maintains otfices of New York City and is in the process of establishing offices 
in Washington, 1. Co and Detroit. The Company considers that these offices are adequate for the 
nature aud size of its present real estate operations. The Company employs twelve persons, nine of 
Whom work on a commissiun basis, in its real estate operations. 


Competition 


In the business of planning and structuring real estate limited partnerships, the Company competes 
with institutions with far more personnel and greater financial resources than the Company. 


The hells of teal estate mortgage brokerage and financing and real estate brokerage are highly com- 
petitive, and the Company competes with other institutions having far more personnel and preater 
resuuices than the Company, “The Company believes that it is not a significant fact - in these fields. 


The Company's reat estate operations are subject to the Economic Stabilization Act of 1970, as 
amended, and the regulations thereinder. The Company's fees for its real estate Operations are arrived 
at by tadividual negotiation, based on such factors as cost, size and projected profitability, and there are 
presently no rulings or regulations under the Act which specifically cover such fee arrangements. Under 
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the Act and regulations, it appears that the Company may not increase its fees for its real estate opera- 
tions in such a manner as to result in an increase in its overall profit margin. Tt is possible that future 
rulings will establish further standards which may have the effect of Hmiting fees to a standard related 
to fees charged in the base period. 


MANAGEMENT 


Directors anu Executive Officers 
The directors and executive officers of Funding Systems Corporation are: 


Name OMce 


Marshall Jf. Gerson ... Chairman of the Board, President, Chief Execu- 
tive Officer, Assistant Secretary, and Director 

Stockton Forrest ccceeevcecee Executive Vice-President, Chief Operating and 
Financial Officer, Treasurer, and Director 

William J. Goss oo cccceecevcecesee Wite-President and Controller, and Assistant 
Sceretary 

Theodore S. T.ynn iMadeitiowenn CErChity 

William J. Barry Bogaretess aie Director 

Paul B. Fleckenstein ; Director 

Henry Tunny Pulegsaaewians "Wirector 


Mr. Gerson was Vice President of Drew National Leasing Corporation from December 1966 until 
September 1068, an President of that corporation until April 1969, Prior to December 1966, he was 
engaged in post-graduate studies: at the Wharton School of Finance, University of Pennsylvania. 
Mr. Gerson has served as Chairman of the Board of Directors and Chief Executive Officer of Funding 
Systems Corporation since its formation in April 1969. Mr. Gerson is 37 years old. 


Mr. Forrest has beet Executive Vice-President of Funding Systems Corporation since its formation 
in April 1969. Fram July 1968 to April 1969, he was Financial Vice-President of Drew National 
Leasing Corporation and prior thereto he was the Manager of the Industrial Finance Division and 
Assistant Secretary of Trade Bank and ‘Trust Company. Mr. Forrest is 35 years old. 

Mr. Goss joined the Company in April 1971. Prior thereto, he was employed by Arthur Andersen 
& Co. as an Audit Manager. He is 41 years old. 

Mr. Lynn is a partner of Webster Sheffield Fleischmann Hitchcock & Brookfieid, general counsel 


to the Company. Ife has been a partner or associate of that firm since May 1964. Mr. Lynn is 34 
years old. 


Mr. Barry is a Vice-President of American Bank & Trust Company. 


Mr. Fleckenstein is a Vice-President of Western Pennsylvania National Bank, a subsidiary of 
Equimark, 


Mr. Tunny is Vice Chairman of the Board of Directors of Equimark and President of Westerp 
Pennsylvania National Bank 


Remuneration 


‘The follawing table sets forth all direct remuneration paid by the Company and its subsidiaries during 
the year ended December 31, 1971, to cach of the Company’s directors or officers whose aggregate direct 
remuneration exceeded $30,000 and to all directors and officers as a group. 
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Capacitierin Aggregate Direct 
Name 8 Which Received Remunerstion 
Marshall I. Gerson ........ Chairman of the Board, $ 38,600 
President, Chief Executive 
Officer and Assistant 
Secretary 
Stockton Forrest ......++66. Executive Vice President 36,000 
and Treasurer 


William J. Goss ..... Vice President and 33,205 
Controller and Assistant 
Secretary 


Marion W. Sprague ....... President and Treasurer 41,250 
(from March 1, to December 3, 
1971) 
All directors and 
officers as a group 151,555 


Upon the termination of his employment on December 3, 1971, the Company paid Mr. Sprague 


$2,000 in severance pay, which is inelvded in the amount shown as paid to him in the above table, 


and granted him an additional $23,009 in severance pay which was paid in 1972. 


Messrs. Gerson, Forrest and Goss are currently receiving salaries at annual rates of $46,300, 


$43,200, and $45,000 respectively. 


Transactions with Management 


On April 17, 1969, the Company sold Mr. Gerson 100,000 shares and Mr. Forrest 25,000 shares of 
Common Stock for a price of $02 per share or aggregate amounts of $2,000 and $500, respectively. 
On October 12, 1969, the Company sold an additional 12,500 shares to Mr. Forrest pursuant to its 
Restricted Stock Bonus Plan. (See “Restricted Stock Bonus Plan.) On October 12, 1969, the Company 
sold Mr. Forrest, for $10, a warrant representing rights, exercisable until October 11, 1974, to purchase 
12,500 shares of the Company's Common Stock at a price of $10 per share. In 1969 and 1970, the 
Company loaned Mr. Forrest amounts aggregating $19,525. The loan, which is payable on demand 
with interest at 64¢ from November, 1970, had a balance of $15,677 at December 31, 1971. 


Under an employment agreement entered into as of December 10, 1969, as amended, Mr. Gerson 
is employed as Chief Texecutive Officer of the Company at an annnal salary of $46,300 with full 
authority to manage its operations, business and affairs. ‘The employment agreement, which termi- 
nates on December 31, 1974, provides that upon any breach thereof or of the Purchase Agreement 
between the Company and Equimark (sce “Relationship with Equimark") by the Company, or if Mr. 
Gerson’s employment under the agreement, or Mr. Forrest’s employment under his similar agreement 
described below, is wrongfully terminated by the Company, or if Messrs. Gerson and Forrest or either 
of them are at any time prevented from functioning as Chief Executive Officer and Chief Operating 
Offcer, respectively, of the Company, Funding Systems Leasing Corporation and Funding Systems 
Capital Corporation, the Company shall, upon demand, repurchase all of Mr. Gerson's shares of the 
Company's stock at a price per share equal to twenty times the net after tax earnings, per share, of 
the Company's stock for the twelve-month + triod ending on the date of demand, or $8 per share, whichever 
is greater. However, the Company is in no event required to purchase more than 100,000 shares «* 


stock from Mr. Gerson under these provisions. Uf the Compasiy would have been required to repurchase 
the maximum number of Mr. Gerson’s shares under the provisions of his employment agreement 


described above on December 31, 1971, the cost to the Company of such repurchase would have been 
$1,979,912. 


Under a similar employment agreement entered into with Mr. Forrest as of December 10, 
1969, as amended, Mr. Forrest is employed as Executive Vice-President and Chief Operating Officer 
of the Company at an annual salary of $43,200 with full authority to supervise its operations, business 
and affairs. The employment agreement, which terminates on December 31, 1974, provides that upon 
any breach thereof or of the Purchase Agreement between the Company and Equimark (see “Relation- 
ship with Equimark") by the Company, or if Mr. Forrest's employment under the agreement, or 
Mr. Gerson's employment under his similar agreement described above, is wrongfully terminated by 
the Company, or if Messrs. Gerson and Forrest or either of them are at any time prevented from 
functioning as Chief Executive Officer and Chief Operating Officer, respectively, of the Company, 
Funding Systems J.casing Corporation and Funding Systems Capital Corporation, the Company shall, 
upon demand, repurchase all of Mr. Forrest’s shares of the Company's stock at a price per share 
equal to twenty times the net after tax earnings, per share, of the Company's stock for the twelve- 
month period ending on the date of demand, or $8 per share, whichever is greater. However, the 
Company is in no event required to purchase more than $0,000 shares of stock from Mr. Forrest 
under these provisions. If the Company would have been required to repurchase the maximum number 
of Mr. Forrest's shares under the provisions of his employment agreement described above on December 
31, 1971, the cost to the Company of such repurchase would have been $520,613. 


Under the Purchase Agreement with Equimark (see “Relationship with Equimark"), the Company 
is required, at any time, at the request of either Mr. Gerson or Mr. Forrest and at their expense, to file 
a Registration Statement with the Securities and Exchange Commission covering their shares of the 
Company's Common Stock. Messrs. Gerson and Forrest have the further right to include their shares, 
at the Company's expense, in any Registration Statement filed by the Company covering any of its 
securities. 


Messrs. Gerson and Forrest may be deemed “Parents” and “Promoters” of the Company as those 
terms are defined in the Kules and Regulations of the Securities and Exchange Commission under the 
Securities Act of 1933. as amended. 


Mr. Tunny, who is a director of the Company, is Vice-Chairman of the Board of Directors of 
Equimark and President of Western Pennsylvania National Dank. Mr. Fleckenstein, a director of 
the Company, is Vice President of Western Pennsylvania National Bank. (See “Directors and Executive 
Officers” and “Relationship with Equimark’’.) 


During the year ended December 31, 1971, the Company paid Webster Sheffield Fleischmann 
Hitcheack & Brookfield, its general . ounsel, legal fees aggregating $85,500. Mr. Theodore S. Lynn, the 
Secretary of the Company, is a partner of this firm. 


See “Relationship with Equimark” and “Executive Stock Purchase Plan” for additional information 
about transactions between the Company and Equimark and the Company and certain of its officers. 


PRINCIPAL STOCKHOLDERS AND SELLING STOCKHOLDERS 


The following table sets forth, as of February 29, 1972, and upon completion of this offering, 
assuming Equimark’s conversion of its Convertible Preference Stock, information with respect to the 
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holdings of the Company's voting securities by each person who owns of record or is known by the 
Conrpany to own beneficially more than 1056 of any class of such securitics and by Funding Systems 
Corporation's officers and directors as a group: 


Upen Completion 
Acof Ecbroary 79, 1972 of thie OGering 
‘ panty a 
Type of Noa. of Pereent of Na. ot 
Name and Addrees Title Clase Ownership Shares Claes Shares ie . 
ead a ene a 


Marshall FE. Gerson Common. —_ Record and 65,020 14.7 65,020 5.8 
450 Park Avenue South Leneficial 
New York, N. Y. 10016 


Equimark Corporation Convertible Kecord and 375,000 100.0 — (I) 
445 Smithfield St. Preference Beneficial 
Pittsburgh, Pa. 15222 Stock 


Common Record and =. 205,575 46.5 580,575(1) $2.0 
Teneficial 


All directors and officers as Common Record and 96,460 21.8 96,460 8.6 
a group (six individuals) Beneficial 


(1) Subject to the approval of the Federal Reserve Board, Equimark will convert its shares of 
Convertible Preference Stock into an equal number of shares of Common Stock. (See “The Company” 
and “Relationship with Equimark’.) 


Equimark inay be deemed to be a “Parent” of the Company as that term is defined in the Rules 
and Regulations of the Securities and Exchange Commission under the Sccuritics Act of 1933, as 
amendcd. 


The following table sets forth the names of the Selling Stockholders and the number of shares 
owned by each of them as of the date of this prospectus. All of the shares owned by the Selling 
Stockholders will be sold in this offering. 


: No. of Shares 
Name Owned 


John Nuveen & Co., Incorporated . } 7,500 
Frank P. Wendt .... 2,500 
Richard J. Franke 

Jol AO Roms oo a a ‘ 

TOE BRE oon sis Soci) bad beads dona 

William A. Conway ....... sae e es pene VessleWereelels pace ekee ns 

Paul 1. Daniels ose ld oas ved bas 

Walter W. Filkin 


The individual Selling Stockholders are cither present or former directors and/or officers of John Nuveen 
& Co., Incorporated. 


RELATIONSHIP WITH EQUIMARK 


F-quirnark, formerly named WPNB Corporation, acquired 375,000 shares of the Company's Con- 
vertible Preference Stock on December 30, 1969, for a purchase price of $8 per share under an agres- 
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ment with the Company entered into as of December 10, 1969, and subsequently amended by an agree- 
ment dated November 17, 1971 (collectively, the “Purchase Agreement”). As described under “The 
Company", Equimark will convert these shares into Common Stuck, subject to the approval of the 
Federal. Reserve Board. In connection with its purchase of Convertible Preference Stock, Equimark 
also purchased 11,250 shares of the Company's Common Stock for a purchase price of $8 per share, and, 
since December 30, 1969, Fiquimark has purchased an additional 113,075 shares of Common Stock from 
the Company for a purchase price of $8 per share and 81,250 shares of Common Stock from other stock- 
holders of the Company, including an aggregate of 42,500 shares from Messrs. Gerson and Forrest on 
November 19, 1971, at a price of $8: per share. 


Equimark, a Pennsylvania corporation, is a holding company, whose principal assct and subsidiary 
is Western Pennsylvania National Bank. On December 31, 1970, certain amendments to the Bank 
Holding Company Act of 1956 (“the Act”) became law which required registration by Equimark with 
the Federal Reserve Board as a bank holding company. As a bank holding company, Equimark is 
required to file with the Federal Reserve Board an annual report and such additional information as 
the Board may require pursuant to the Act. The Board may also make examinations of Equimark 
and its subsidiaries, including the Company. Equimark may also be required to request approval from, 
the Board of its acquisition of the Company’s equity securities or conversion thereof subsequent to Decem- 
ber 31, 1970. Lf Equimark is not permitted by the Federal Reserve Board to acquire additional securities 
in the Company ata time when such purchases might be desirable or necessary because of the Com- 
pany’s requirements for additional financing, the Company’s business could be adversely affected. 


The Act requires prior Board approval before a holding company may acquire more than 5% of 
the voting shares or substantially all of the assets of a bank. In addition, a bank holding company is 
generally prohibited from itself engaging in, or acquiring direct or indirect control of voting shares of 
any company engaged in, non-banking activities. One of the principal exceptions to this prohibition 
is for activities found by the Federal Reserve Board, by order or regulation, to be so closely related to 
banking or managing or controlling banks as to be a proper incident thereto. 


As 4 bank holding company, Equimark must apply to the Federal Reserve Board prior ta December 
31, 1980, for permission to retain its voting shares in the Company. Furthermore, approval of the 
Federal Reserve Board will be required before the Company may engage in any new activities. At 
this time, the real estate brokerage activities engaged in by the Company have not been determined to 
be closely related to banking, and unless such activities are found to he so by December 31, 1980, under 
the Board's present regulations, the Company will be required cither to cease such activities or sever 
its subsidiary relationship with Fquimark by that date. In addition, a regulation has been proposed by 
the Byard which, if adopted, could reduce the time period for such cessation or severance. 


Subsidiary banks of a bank holding company are subject ‘to certain restrictions imposed hy the 
Federal Reserve Act on any extensions of eredit to the bank holding company or any of its subsidiaries, 
on investments in the stock or other securities thereof, and on the taling of such stock or securities 
as collateral for loans to any borrower. Further, under Section (06 of the 1970 Amendinents to the 
Bank WWolding, Company Act and the Federal Reserve Board’s regulations, a bank holding company 
and its subsidiaries are prohibited from engaging in certain tie-in arrangements in connection with any 
extension of credit or provision of any property or services. 


Fquimark has not requested approval of the Company's activities fron the Federal Reserve Board. 
While the management of the Company is unable to determine the full effect that the Rank Holding 
Company Act and the Federal Reserve Board’s regulations will have upon the Company's present — 


business, it does not anticipate that compliance with the new legislation and regulations by Equimark will 
have a material adverse effect upon the Company. 


The Purchase Agreement provides that the Company may not enter into any new line of business 
without giving Equimark thirty days notice of its intention to do so and, if counse! for Equimark is of 
the opinion that, if the Company should enter into such new line of business, Equimark could not con- 
duct its present business and at the same time (i) actively participate as a sharchulder of the Company 
and have its officers and directors participate as officers and directors of the Company, (ii) retain its 
shares of the Company's capital stock, (iii) be permitted to acquire additional shares of the Company's 
capital stock or (iv) be affiliated with the Company or its subsidiaries, the Company will cooperate in 
structuring the new line of business in a form which would permit Equimark equity participation in or 
benefit from such new business to the extent permitted by Liv. Hf, in the opinion of Equimark's counsel, 
such a structure cannot be devised, Equimark has agreed that the Company may form on behalf of its 
stockholders other than Equimark an independent entity separate from the Company to undertake such 
new line of business, and that the Company may lend up to $500,000 in the aggregate to all such new 
businesses. 


In the Purchase Agreement, the Company has agreed that it will not issue any additional shares of 
voting stock without first offering Equimark the right to purchase a number of additional shares of vot- 
ing stock which, when added to the number of shares of voting stock then owned by Equimark, will 
enable it to maintain the lesser of its then-current pereentage or 51h of the outstanding voting stock 
after such issuance. The Purciiase Agreement also provides that in no event shall the Company issue 
voting stock without Equimark’s consent if such issuance would require Equimatk to purchase more 
than $2,000,000 worth of such stock in order to maintain its ownership as described above. Equimark 
has consented to the issuance of the shares being offered by this Prospectus. 


The Purchase Agreement also provides that at any time after December 31, 1971, and before 
December 31, 1974, at the request of Equimark, the Company, at its expense, will prepare and file a 
registration statement with the Securities and Exchange Commission covering the 375,000 shares of 
Common Stock issued te Equimark upon the conversion of its Convertible Preference Stock. In addition, 
the Company is recuired, at any time, upon the request and at the expense of Faquimark, to file a 
registration statement covering such shares. }quimark has the further right to include such shares 
without charee in any registration statement filed by the Company prior to December 31, 1975. 


As of November 19, 1971, Equimark had loaned $4,000,000 to the Company for use in its operations. 


On November 19, 1971, the Company issued 62,500 shares of Common Stock and an 84490 Subordi- 
nated Convertible Debenture due 1981 in the principal amount of $3,500,000 in exchange for such loan. 
The Debenture is convertible in whole but not in part into 159,091 shares of the Company's Common 
Stock prior to November 19, 1976, subject to adjustments for stock dividends and splits. On November 
19, 1971, Equimark loaned the Company $1,500,000 on a note due February 1, 1973, which bears 
interest at (we percentage points above prime. 


In addition, Equimark has agreed to guarantee until December 31, 1974, loans to the Company 
from banks in the agercpate amuunt of $2,000,000 outstanding at any tine. In consideration for these 


guarantees, the Company issued warrants expiring on December 31, 1974, to Equimark to purchase 


an aggregate of 50,000 shares of its Common Stock at a purchase price of $12 per share. The 
Company is required, at any time, upon the request and at the expense of Equimark, to file a scyistration 
statement covering such shares. 
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QUALIFIED STOCK OPTION PLAN 
The Company has a Qualified Stock Option Plan, approved by its stockholders on December 26, 


1969, which originally provided for the issuance of options to purchase an agercgate of not more than 
50.000 shares of its Common Stock. The number of shares for wiaich options can be issued under the 
Plan was reduced to au aggregate of 30,000 shares on March 14, 1972. ‘The Ilan is designed to meet the 
requirements uf the Internal Revenue Code of 1954, as amended, relating to qualified! stock options. The 
Phan is administered by a Committee consisting of the President and the Exccutive Vice-President of 
the Company and such other members as the Board of Directors may appoint. Options may be granted 
to key employees, including officers and directors of the Company, but no individual may receive options 
to purchase wore than 7,500 shares under the Man. The option price may not be less than 10052 of the 
fair market value of the Company's Common Stock on the date of grant. No options may be granted 
after December 19, 1979, 

No option is exercisable after five years from the date it is granted, and, if requested by the Board 
of Directors, cach optionce may be required to agree to remain in the employ of the Company or its 
subsidiaries for a period of up to five years from the date of the option, The Boat of Directors 
may amend, suspend or discontinue the Plan at any time with respect to any shares whieh are not then 
subject to option, but nu revision or amendment may be made without the approval of the Company's 
stockholders if such revision would (i) increase the number of shares subject to the Elan, Gi) entarpe 
the designation of the class of employees eligible to receive options, (iii) decrease the price ai which 
options may be granted, (iv) remove the administration of the Plan from the Stack Option Committee 
or (v) cause options issued under the Plan to fail to mect the requirements of qualified stuck options 
as defined in the Internal Revenue Code of 1954, as amended. 

As of February 29, 1972, options to purchase Common Stock in the aggregate amounts of 6,748 
shares expiring on December 1, 1975, 250 shares expiring on March 1, 1976, 3,125 shares expir- 
ing on April 6, 1976, S00 shares expiring on April 28, 1976, and 2,250 shares expiring on August 13, 
1976, were outstanding under the Plan. All of these options become exercisable with respect to one- 
quarter of the shares covered thereby, on a cumulative basis, in cach year of the term of cach option 
after the first year thereof at a price of $10 per share. No options are held by officers or directors of 
Funding Systems Corporation. The Federal Vay Board regulations issued February 15, 1972, appear 
to limit the number of shares for which options can be issued under the Plan in any fiscal year of the 
Company to 11,500 shares. 


RESTRICTED STOCK BONUS PLAN 

The Company's stockholders approved a Restricted Stock Bonus Ilan for key employces on June 30, 
1969, under which the Company sold an aggregate of 23,750 shares of Common Stock at a price of $.02 
per share to four employees of the Company. including 12,500 shares to Mr. Stockton Forrest. on 
Octuber 12, 1969 The Company subsequently repurchased 10,000 of such 23,750 shates from twe 
employees who had terminated their employment. The Stock Bonus Plan was terminated hy action of 
the oad of Directors on October 14, 1970, with respect to unissued shares and no further shares may 
be issued thereunder. 


EXECUTIVE STOCK PURCHASE PLAN 

On March 1, 1971, the Company adopted an Executive Stock Purchase Plan under which the 

Company entered into agreements for the sale of an ag, gate of 27,500 shares of the Company's Com- 
mon Stock tu certain key employees of the Company, as described below. 
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As of May 1, 1971, the Company entered into an agreement with Mr. William J. Goss for the sale 
of 5,000 shares of Common Stock pursuant to the Stock Purchase Plan at a price of $8 per share. Pay- 
ment of the purchase price was made in part through the payment of $800 in cash upon the execution of 
the agreement and in part through the delivery to the Company of Mr. Goss’ promissory note in the 
amount of $39,200. ‘The agreement provides for forfeiture of portions of the shares in certain cases. 
The note has a term of five years, bears interest at the rate of $9@ per annum and is payable in installments 
of $2,400 per year of principal and interest on the first through the fourth anniversaries of the note, 
with the balance due on the fifth anniversary thereof. The note provides for acceleration upon the 
termination of Mr. Goss’ employment with the Company if such employment is terminated by the Com- 
pany for cause or voluntarily by Mr. Goss for any reason. ‘The note is without recourse against the 
maker but is secured by a pledge of the $,000 shares. 

Mr. William J. Weissel, President of the Compary's subsidiary, _ Sysicms Properties Cor- 
poration and one of its subsidiaries, Rehab Properties, Inc., purcl.o-d, as of May 1, 1971, 5,000 shares 
under the Stock Purchase Man on the same terms as Mi. Goss. Mr. Weissel purchased, as of August 1, 
1971, an additional 5,000 shares on the same terms as Mr. Goss except that there is no provision in 
the agreement for forfeiture of portions of the shares. 


As of March 1, 1971, Mr. Marion W. Sprague purchased 12,500 shares under the Stock Purchase 
Plan. The terms of Mr. Sprague’s purchase were the same as Mr. Goss’ except that his cash payment 
was $2,000; he delivered > wte in the amount of $98,000 secured by a pledge of the 12,500 shares 
and providing for paviwot of four initial installments of $6,000. Mr. Sprague terminated his employ- 
ment with the Company on December 3, 1971. On February 18, 1972, Mr. Sprague paid $90,000 plus 
interest due on his note and transferred 1,000 shares which had previously been issued to him to the 
Company in consideration for the Company's waiver of any further payments on the note. (Sce Note 5 
to Financial Statements. ) 

The Stock Purchase Plan has been terminated by action of the Board of Directors and no further 
shares nay be issued thereunder. 


OUTSTANDING WARRANTS 

As of the date of this Prospectus, the Company has outstanding warrants to purchase an aggregate 
of 63,750 shares of its Cammon Stock. These warrants include warrants issued to Equimzrk to purchase 
an aggregate of 50,000 shares of Common Stock at a purchase price of $12 per share expiring 9n Decem- 
ber 31, 1974 (see “Relationship with Equimark”); warrants issued to General Cybernetics Corporation 
amd assigned ta Dr. Richard Picha to purchase an aggregate of 1,250 shares of Common Stock at a pur- 
chase price of $24 per share; and warrants issued to Mr. Stockton Forrest to purchase 12,500 shares of 
Common Stock at a purchase price of $10 per share, expiring on October 11, 1974. (See “Transactions 
with Management’) Jt is anticipated that all of the aforementioned warrants will remain outstanding 
upon the consummation of the oflering. 

For the life of such warrants and during the period for which the 813% Subordinated Convertible 
Dehenture held by Equimark is convertible (see “Relationship with Hquimark”), the holders of such 
warrants and debenture are given the opportunity to profit from a rise in the market for securities of the 
class subject thereto. In the case of Equimark and Mr. Forrest such a profit world be accumpanied 
by a resulting dilution in the interest of security holders. The terms on which the Company can obtain 
additional capital during such period may be adversely affected, and the hotders of such warrants and 
debenture may he expected to exercise them at a time when the issuer would, in all likelihood, be able 
to obtain any needed capital by a new offering of securities on terms more favorable than those provided 
for by the warrants and debenture. 
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DESCRIPTION CF PREFERENCE STOCK 


The Company is authorized to issue 1,000,000 shares of Scrics Preference Stock, par value $.01 per 
share, from time to time, in one or more series, with such voting rights, designations, provisions, pref- 
erences and relative, participating, optional, or other special tights, and qualifications, limitations or 
restrictions as may be provided by resolution of the Board of Directors. 


DESCRIPTION OF COMMON STOCK 


The Company is authorized to issue 5,000,000 shares of Common Stock, par value $.01 per share. 
Hoklers of Common Stock are entitled to cast one vote for each share held of cecord, to receive such 
dividends as may be declared by the Board of Directors out of legally available funds and to share pro 
rata in any istribution of the Company's assets to its stockholders on liquidation, subject to the prior 
rights of the holders of such Preference Stock as may hereafter be issued. The Company's 81%49% 
Subordinated Convertible Dchcnture due 1981 and its note for $1,500,000 held by Equimark provide that 
~ the Company may pay cash dividends or make other distributions with respect to its Common Stock 
or purchase, redeem, retire or otherwise acquire any shares of its stock only out of net income accrued 
subsequent to January 1, 1971, plus the Company's retained carnings on that date. Holders of Common 
Stock have no preemptive ov other rights to subscribe for additional shares. As described under “Risk 
Factors—Kestrictions Upon Issuance of Additional Votiny: Stock” and “Relationship with Equimark”, the 
Purchase Agreement under which Equimark acquired 375,000 shares of the Company's Convertible 
Preference Stock provides that the Company will not issue any additional shares of vating stock without 
first offering Equimark the right to purchase a number of adilitiona! shares of voting stock which will 
enable it to maintain the lesser of its then current percentage or 51°66 of fre Company's outstanding 
voting stock after such issuance. ‘The Purchase Agreement alse provides that in ne event shall the 
Company issue voting stock without Equimark's consent if such isstance would require Equimark to 
purchase more than $2,000,000 worth of such stock in order to maintain its ownership as described 
above. “The outstanding shares of Common Stock, including the shares being sold hy the Selling 
Stockholders, are, and the shares being sold by the Company pursuant to this Prospectus will be, fully 
patid and-nonassessable. 


Non-Cumulative Voting 


The Company's Common Stock does not have cumulative voting rights, which means that the holders 
of more than 5096 of the shares voting for the clection of directors can elect all of the directors if they 
choose to do so, and in such event holders of the remaining shares will not be able to elect any directors 
As set forth under “Principal Stockholders and Selling Stod:hoiders” and “Relationship with Equimark", 
upon the consummation of this offering Equimark will own more than $0%0 of the Company's outstand- 
ing voting stock and will have the right to maintain a majority ownership of such stuck. 


The Company will furnish its stockholders with annual reports containing certified financial. state 
ments and quarterly unaudited financial information. 


The Company's transfer agent is Chemical Bank, New York, New York, and its registrar is Morgan 
Guaranty ‘Trust Company, New York, New York. 


UNDERWRITING 


The Underwriters named below, for whom New York Securities Co. Incorporated is acting as 
Representative, have severally agreed, under the terms and subject to. the conditions of the Underwriting 
Agreement, to purchase from the Company and the Selling Stockholders the numer of shares set forth 


below opposite their respective names. 


Underwriter 


New York Securities Co. Incorporated .. 
CBWI.-Hayden, Stone Inc. ..........08. 
Clark, Dodge & Co. Incorporated 
Dominick & Dominick, Incorporated 

NY cB HEton SCO) oe ieee Nau nue aces 
R. W. Pressprich & Co., Incorporated . 
Shields & Company Incorporated 

Spencer Trask & Co. Incorporated 

G. HI. Walker & Co. Incorporated 

Walston Col Tela seek ace 
Singer, Deane & Scribner 

Iestabrook &: Co: Ine ea a 
Faulkner, Dawkins & Sullivan Securities Ine. 
Oppenheimer & Company 

Weis) Votsity @:-C0. Ine: 2s aes 


Ball, Burge & Wraus) os. c. bees ca ek 


Boettcher and Company 


Jutcher & Sherrerd 


Addrean 
One New York Plaza 
New York, N.Y. 10004 
767 Fifth Avenue 
New York, N. Y. 10022 
140 Broadway 
New York, N. Y. 10005 
14 Wall Street 
New York, N. ¥. 10005 
14 Wall Street 
New York, N. Y. 10005 
80 Pine Street 
New York, N.Y. 10005 
44 Wall Street 
New York, N. Y. 10005 
60 Broad Street 
New York, N. Y. 10004 
45 \Wall Street 
New York, N.Y. 10005 
77 \NVater Street 
New York, N. Y. 10005 
Union Trust Bldg. 
Pittsburgh, Pa. 15219 
80 Pine Street 
New York, N. Y. 10005 
One New York Plaza 
New York, N. Y. 10004 
One New York Plaza 
New York, N.Y. 10004 
17 Battery Place North 
New York, N. Y. 10004 
1414 Union Commerce Bldg. 
Cleveland, O. 44115 
$28 17th Street 
Denver, Co! 80202 
1500 Walnut Street 
Philadelphia, Pa. 19102 
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No. of Shares 


fo be 
Purchased 
from the 
Company 


45,000 
9,000 
9,000 
9,000 
9,000 
9,000 
9,000 
9,000 
9,000 
9,000 
9,000 
7,000 


7,000 


No. of Shares 
to be Purchased 
from the Selling 

Stockholders 


15,000 


No. of Shares 
to be No. of Shares 
Purchased to be Parchased 


from the from the Gelling 
Underwriter Addrens Company Stockholders 


Elkins: Morris, Stroud & (@o. sic ce sages © Stock Exchange Bldg. 6,000 
17th & Sansom Sts. 
Philadelphia, Pa. 19103 

R. S. Dickson, Powell, Kistler & Crawford 1316 1. Morehead St. 6,000 
Charlotte, N. C. 28204 

Howard, Weil, Labouisse, Fricdrichs 211 Carondelet Street 6,000 

Incorporated New Orleans, ta. 70130 

Lege, Masonite Co. TG. «cs cance dawns 22 Light Street 6,000 
Baltimore, Md. 21202 

The Milwaukee Company 207 I. Michigan Street 6,000 
Milwaukee, Wisc. 53202 

Moore, Leonard & Lynch, Incorporated ... 1003 Union Trust Bldg, 6,Cu0 
Pittsburgh, Pa. (5219 

Moore-& Schley, Cameron & Cov 04.0505: 2 Broadway 6,000 
New York, N. Y. 10004 

Piper, Jaffray & Hopwood Incorporated .. 115 South Seventh Street 6,000 
Minneapolis, Minn, $5402 


Prescott, Merrill, ‘Turben.& Co. io... cvswes 900 National City Bank Bldg. 6,000 
Cleveland, O. 44114 


Schneider, Bernet & Hickman, Inc. ....... 3200 First National Bank Bldg. 6,000 
Dallas, Vex. 75202 


Wheat; lirst: Securities, Tn¢., 4 su esuesces 801 1. Main Street 6.000 
Richmond, Va. 23211 


Raker Walls Ce oi bide Gk etwas veiw Calvert & Redwood Streets 4,000 
saltimore, Md. 21203 


WW TD Gra dison Re Oe ian ede sane aan bok ce 408 Dixie Terminal Bldg. 
Cincinatti, O. 45202 


Manley, Bennett, McDonald & Co. ....... 1100 Buhl Bldg. 
Detroit, Mich. 48226 


§ Hanover Square, ” 
New York, N. Y. 10004 


1146 Union Prust Bldg. 
Pittsburgh, Pa. 15219 


Rodman & Renshaw, Tae) ids aenean 209 S. LaSalle Street 
Chicago, Ul. 60604 


Russ & Company Incorporated 1600 Alamo National Bldg. 
San Antonio, Tex. 78205 


Stern, Irrank, Meyer & Fox, Incorporated 606 S. Olive Street 
los Angeles, Calif. 90014 


Bruns) Nordeman Gi! Cb: « ccyas. cawevosuwit 11S Broadway 
New York, N. Y. 10006 
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No. of Shares 
to he No. of Sheres 
Purchased tn he Purchaced 
from the from the Selling 
Underwriter Address Company Stockholders 
—_———____. 


Coggeshall & Hicks Ine, One Liberty Street 3,000 —_ 
New York, N.Y. 10005 
Dahiman & Company, Incorporated ...... Suite 2810, 585 California St. 3,000 
San Francisco, Calif 94104 
Lamson Dros. & Co. é Lt W. Jackson Blvd. 
Chicago, Il 60604 
Pittsburgh Nath Bldg. Rin. 1100 3,000 
Pittsburgh, Pa. 15222 
McCourtney-Breckenridge & Company ... 1030 Boatmen’s Pank Bldg. 3,000 
St. Louis, Mo. 63102 
re 2610 Bank of Georgia Bldg. 3,000 
Atlanta, Ga. 30303 


3,000 
A. 1. Masten & Co. 


Norris & Hirshberg, Inc. 


Total 300,000 15,000 


The Underwriters are obligated to purchase all of the Common Stock offered hereby if any is 
purchased. 

The Underwriters have advised the Company and the Selling Stockholders that in the first instance 
they propose to olfer the Common Stock in part to the public at the initial public offering price set forth 


on the cover page hereof and in part to certain dealers, including Underwriters, at such price Iess a 


concession of not in excess of $.70 per share of Common Stock: that such dealers may reallow a 


discount of not in excess of $.25 per share of Common Stock on 
after the initial public offering, 
Representative. 


sales to other dealers: and thict, 
the public offering price and other selling terms may be varied by the 


The Company has also granted to the Underwriters the right to purchase, at any time within 30 days 
after the effective date hereof, up to 15,000 shares of Common Stock at the same price per share as is 
to be paid by the Underwriters for the 315,000 shares of Common Stock they have agreed to purchase. 
The Underwriters may exercise such right only to satisfy overallotments on the sale of the 315,000 shares 
of Common Stock offered hereby. During the term of the overallotment option, the Underwriters will 
be protected from risk of loss by reasun of their short Position, if any, to the extent of 15,000 shares of 
Common Stock, as the Underwriters may cover their short position to that extent by exercising the 
overallotment option. To the extent that the Underwriters exercise the overallotinent option, they will 
receive additional compensation per share equal to the difference between the public oficring price per 
share and the price per share paid to the Company on exercise of the overallotment option. 


The Company and the Selling Stockholders have agreed to indemnify the Underwriters against 
certain liabilities, incliding liabilities under the Securities Act of 1933, as amended. 


EXPERTS 


The financial statements and schedules included in this Prospectus and elsewhere in the Registra- 
Hion Statement have been examined by Arthur Andersen & Co, independent public accountants, as! 
iidicated in their reports with respect thereto, and are included herein in reliance 


upon the authority of 
said firm as experts in giving said re orts. 
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LEGAL OPINIONS 


The legality of the Common Stock offered hereby will be passed upon for the Company by Webster 
Sheffield Ilcischmann Tfitehcock & Brookfield, One Rockefeller Plaza, New York, New York 10020, 
for the Underwriters by LeBoeuf, Lamb, Leiby & MacRae, One Chase Manhattan Plaza, New York, 
New York 10005, and for the Selling Stockholders by Wachtell, Lipton; Rosen & Katz, 230 Park 
Avenue, New York, New York 10017. Theodore S. Lynn, a partner in the firm of Webster Sheffield 
Fleischinann Hitchcock & Brookfield, is the Secretary of the Company, 


ADDITIONAL INFORMATION 


This Prospectus contains information concerning the Company and its securities, but does not 
contain all of the information set forth in the Registration Statement, and the exhibits and schedules 
relating thereto, which the Company has filed with the Securities and Exchange Commission, Washing- 
ton, D. C. under the Securities Act of 1933, as amended. Such information is available for inspection at 
the principal office of the Commission in Washington, D. C. Copies of the material contained in the 
Registration Statement may be obtained from the Commission upon payment of the fees prescribed by 
its rules and regulations. 


INDEX TO FINANCIAL STATEMENTS 


Report oF INDEPENDENT Pustic ACCOUNTANTS 


Funpinc Systems CorroraTiION AND SUBSIDIARIES: 
Consolidated Balance Sheets as of December 31, 1970, and December 31, 1971 
Consolidated Statements of Operations for the Period from Inception (April 14, 1 
to December 31, 1969, and the ‘Pwo Years Ended December vl, 1971 
Notes to Consolidated Statements of Operations 
Consolidated Statements of Retained Earnings (Deficit) for the Period from Inception 
(April 14, 1969) to December 31, 1969, and the Two Years Ended |ecember 31, 1971 


Consolidated Statements of Source and Application of Cash Funds for the Period from 
Inception (April 14, 1969) to December 31, 1969, and the Two Years Ended December 


31, 197] 
Funpine Systems Corroration (parent company only): 
Balance Sheets as of December 31, 1970, and December 31, 1971 


Statements of Operations and Retained Earnings (Deficit) for the Period from Incep- 
| g p 


tion (April 14, 1969) to December 31, 1969, and the Two Years Ended December 31, 
1971 


Statements of Source and Application of Cash Funds for the Period from Inception 
(April 14, 1969) to December 31, 1969, and the Two Years [Ended December 31, 1971 


FuNDING SysTEMS CorroraTION AND FuNvING Systems CORPORATION AND SUBSIDIARIES: 


Consolidated Statements of Paid-In Surplus for the Period from Inception (April 14, 
1969) to December 31, 1969, and the Two Years Ended December 31, 1971 
Notes to Financial Statements 


REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 


To Funding Systems Corporation: 


We have examined the balance sheets of funding Systems Corporation (a Delaware corporation) 
and the consolidated balance sheets of Funding Systems Corporation and subsidiaries as of December 
31, 1970 and December 31, 1971 and the related statements of operations, retained earning: (deficit), 
paid-in surplus and source and application of cash funds for the period from inception (April 14, 1969) 
to December 31, 1969, and the two years ended December 31, 1971. Our examination was made in 
accotdance with generally accepted auditing standards, and accordingly included such tests of the account- 


ing records and such other auditing procedures as we considered necessary in the circumstances. 


In our opinion, the financial statements referred to above present fairly the financial positions of 
Funding Systems Corporation and of Funding Syst Corporation and subsidiaries as of December 
31, 1970 and December 31, 1971, and the results of their operations and source and application of cash 
funds for the period from inception to December 31, 1969, and the two years ended Deceinber 31, 1971, 


in conformity with generally accepted accounting principles consistently applied during the periods. 


ARTHUR ANDERSEN & CO. 


New York, N. Y., 
February 28, 1972 
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$19,1040078 


are an intesral part of these balance sheets. 


December 31, 
1974 


P2309 
AVSO5 C4 
JOOLNG 
47,590,130 
(9.138.776) 


9N2.056 


3,103,142 


362.102 
266.854 


1.129.256 


10,141.86 
Lae 


$ 2,500,000 


1,980,377 
2,000.09 
SOO NOD 
2428 413 


2.254 224 
RIN SS] 
857.263 
FRI MIR 


4.305.075 
oa UL 


7.590.900 
“A 1,014,205 


S004 11 
21am 
S47 Sip 


$16101,806. 
——_—_= 


FUNDING SYSTEMS CORPORATION AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS (DEFICIT) 


Ineeption 
. (April 16, 1969) Year Ended December 33, 


“1970 1971 


to 
December 31, 1969 
Balance, beginning of period ......... Se SeeeewoUe Khel newe ans $ - ($337,841) ($ 38,428) 
Net income (loss) (337,841) 305.913 1,116,783 


Investinent distributed as dividend on common and convertible prefer- 
ence stock ¢Note IN) _. ane ba Braga ean hoe iste - (6,500) 


Balance, end of pertod ........- ($337,811) ($ 38,128) 


FUNDING SYSTEMS CORPORATION 
AND 
FUNDING SYSTEMS CORPORATION AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF PAID-IN SURPLUS 


Inecption 
(April 14, 1969) Year Ended December 31, 


1970 1978 


to 
December 31, 1969 


Balance, beginning of period ue $3,179, 887 $3,482,759 
Proceeds in excess of par value of shares issned: 


Comn.on stock--118,750 shares in 1969, 25,000 shares in 1970 and 
RISES: slrares day TORE 3005 boeken 601,825 H 1,122,969 
Convertible preference stock—375,000 shares 2,992,500 — 
Transfer from common and convertible preference stock for 1 
for 2 reverse stock split and recapitaliz>tion (Note 7) 6,862 136 
Excess of cost over par value of 18,750 shares of common stock 
acquired in 1970 and 13,000 shares acquired in 1971) (not formally 
retiradl): 4... ae (98,775) (39,940) 


Amount charged to inceme as compensation under restricted stock 
sale and stock bonus plains (Note 7) OK 11,810 


Stock issuance expense C122 300) -- 


Balance, end of period $3,479,887 $3,482,759 


The accompanying notes to financial statements are an integral part of these statements 


FUNDING SYSTEMS CORPORATION AN! SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF SOURCE AND 
APPLICATION OF CASH FUNDS 


Ineeption 
{April 14, 1969) 
to 


Year Ended December 31, 
December 31, ~_ ais coe sencoa neem 


1969 1970 1971 


Source oF Casi Finns 
Net come Coss)_..... ee reeset (€ 337,811) $ 305,913 $ 1,116,783 
Non-cash charges to net imcome (loss) — 
Provisions for collection losses: 
Notes from realestate: investors ..cccssesceseeevees _ 50,000 
Lease receivables 40.000 192.127 862.011 
7,303 36,444 P,883 


Provision for deferred Federal income taxes, net of allowable 
investment tax credit — y1R.009 


(290,838) SHA ABS 2,518,677 


Proceeds from: 
Issuance of common stock : 607,750 90,275 1,124,600 


Issuance of convertible preference stock, net of $122,000 
expenses .. 2,878,000 -- _ 


Issuance of S626. subordmated convertible debenture - oo 3,200,000 
Notes payable, net of repayments 2,274,974 10,323,155 17,250,184 
Secured notes p 

hakler ox. 5.27 at) — - 1,080,877 
Notes payable to principal shareholder on — 1,500,000 


Increase in other liabilities .. 963,840 2,089 850 817,367 


6,434,026 13,047,764 28,721,705 


Aretication or Casit Furns: 
Lease receivables” 
unearned income ae 3,327,816 12,722,719 22,591, 18-4 
Increase in notcs and accounts receivable 2h t72 1,254,229 3,021,667 
Increase in prepayments and other assets F 140,921 80,319 1,684,018 
Common stock acquired hs _ 99 151 40,160 
Investment distributed as dividend ne 6,50) — 


$198.29 14963448 27,310.389 


fucrrase (Dicerasr) in Cas .... i 2,938,787 (1,925,684) 13st dio 
Casn—Bicinnine of Pisaon ~~ 2,945,787 1,010,103 


Casn=-faw oe PUWOR cess $ 2,915,787 $ 1,010,103 $ 2.391.109 


The accompanying notes to financial statements sre an integral part of these statements. 


FUNDING SYSTEMS CORPORATION 
(PARENT COMPANY ONLY) 


BALANCE SHEETS 


ASSETS 


Cash ido Reiciasanatrane A 

Notes and accounts receivable 
Miscellancous accounts, advances, ete 

Nate from former affiliute (Notes 4 and 10) 

Amounts due from officers ,.. 


Prepaid and other assets (Note 4) F gibt 
Office equipment and leasehold improvements, at cost, fess accumulated depreciation and 
amoartiyation of $7,382 and $22,588 at the respective dates 
Investments and advances to subcidiaries: 
Investments, at cost (Note 1) 
Advances 


LIABILITIES AND SHAREHOLDERS’ EQUITY 
Liabilities - 


Notes pavahle— 
Short-term bank loans 
Short term bank Joans euaranteed by principal sh auetielk ter (Note 7) 


Short-term bank loan, secured by certain real estate investor notes held by eb. 
suhliary (Note 3) 


Nates payable to principal shavelutdie (Note dp 


Other liabilities 
Accounts posable and accrued expenses .. 
Subordinated debt 


B120% subordinated convertible debenture, duc 1981 payable to principal share- 
holder (Note 4) Dre ee 


Commitments and Contingencies (Note 9) 
Sharchelders’ equity (Notes 4.7 and &): 
Convertible preference stock (voting, liquidation value $3,000,000), par 
per share, 780,000 shares authorized, 375,000 shares outst anicding: 


Preference stock, par value $01 per share, undesignated series, authorized 1,000, 000 
shares, unissued 


Common stock, 


value $01 


par wate: $01 per share, 


authorized 5,000,000 dares, outstanding 
SUZ AS auld 115.005 GO shares, at the respective dates .. ‘ fare atedeaéss 


Paid in surplus (per accompanying consolidated stxtement): 
Retained carnings (deficit) (per accompanying statement) 


Less-—-Notes due from officers pursuant to Executive Stock Purchase Plan (Note S) 


December 31, 


1970 


$ 555.017 


O1A77 


52853 
123,078 


300 
3,918.747 


4.919.017 


$5,261,472 


December 31, 
1971 


$ 1,982,103 


HH, 504, 192 


$13,432.83 


1,750,000 


$ 1,250,000 
2,000,000 


§1).000 
1,500.000 


5.22 0,4KX) 


320,177 


3, 500).000 


aa75 

3.482.759 
(0,500) 

JAR31BS 


j 1.4, 183 


9,070,177 


4,181 
4,876,585 
(6,500) 


4,578, 286 
215.000 


AW? 66 


$13 SASL ‘S63 


The accompanying notes to financial statements are an integral part of these balance sheets. 
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FUNDING SYSTEMS CORPORATION 
(PARENT COMPANY ONLY) 


STATEMENTS OF OPERATIONS AND RETAINED EARNINGS (DEFICIT) 


Inception 
(April 14, 
1969) to 
Deceraber 31, 
1969 


Tnterest ineonne 


General and administrative expenses 


Net income 


(6,500) 


($ 6,500) 


STATEMENTS OF SOURCE AND APPLICATION OF CASH FUNDS 


Inception 
{April 14, 
1969) to 
December 31, 
1969 


Sourck or Casi Funps: 
Non-ceash charges to net income 
Proceeds from: 


Issuance of common stock ... 697.750 


2.878. (410 


500.000 


19.713 


4,010,086 


1,343,904 
Avriication or Casi Funns: 
Purchase (sale) of stock in subsidiaries 


200 
Advances to subsidiaries 


1,110,703 
21,677 
3.547 


199 
2808 044 
652.198 
126,913 
99.181 
4.500 


VH92 9006 


INCREASE (Decrease) in Casi 


Casn—BrcinninG or Prrion .. 2.903.950 


Casn—Enn or Perion.... 


The accompanying notes to financial Statements are an 
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(2348-94) 


Year Ended December 31, 


($ 6,500) 


Year Ended December 31, 


1121.00 
3,500.0) 
2.000.000 
1,500,000 

297,81) 


R419.053 


(199) 
7,585,515 


280 Ma) 


£27.84 
S35.017. 
€1,0K2.103 


mitegral part of these statements. 


FUNDING SYSTEMS CORPORATION 
AND 
FUNDING SYSTEMS CORPORATION AND SUBSIDIARIES 


NOTES TO FINANCIAL STATEMENTS 


(1) Principles of consolidation: 
The consolidated financial statements include the accounts of all subsidiaries, all of which are wholly- 
owned. MP significant intercompany transactions have been eliminated in consolidation. 


On Nevember 30, 1970, a wholly-owned subsidiary of Investors Fconomie Systems, Inc., a former 
Affiliate, was acquired ina transaction accounted for asa purchase. ‘The purchase price ($10,000) was 
S127 OGD tn excess of the saree thing equity inonet assets acquired. ‘Phis excess. as cub equently rediuced 
hy $61,000 representing the Federal income tax benefits of operating loss carry forwards existing as of 
the date of acquisition which were subsequently realized by the Company, is being amortized by charges 
to income ona straight-line basis over 10 years. 


The equity of Finding Systems Corporation in the net assets of its subsidiaries as of December a, 
107 TP was SEOSESSS crestor than dts investment. Suelrescess is included in the accompanying consolidated 
balance sheet tn retemed carmings and represents the net income of the subsidiaries from their inception 


opoebite ob aeepateptten 


Parting Systems Corporation incurs certain general and administrative expenses on behalf of its 
stibystelirn ie Sth espenses are allocated to the subsidiaries except for an amount equivalent to. the 
| I | 


Company's interest income. 


(2) Leasing operations: 


The Company uses the finance method of reporting Tease income Tor financial statement purposes, 
Tn peeordinee with cnel method. revenue fron: leasing operations represents the excess of prross lease 
receivables over the eost of the leased equipment less its estimated residial value. When each Icase 
contrach ts consmmemnated, sufficient revenue is credited to income to offset the lease Acquisition costs, 
The balance of the revenue is credited to income over the 
term of each lease on the sum-of-the-months-digits method. 


Nehring a provision for collection losses. 


Prepard interest on notes discounted is amortized on the sum-of-the-months-digits method result- 
Ing in charees proportionwte to the amortization of lease revenue 
The estimated residual value of leased equipment is the lower of estimated salvage value (approxi- 
mittely 1te of cat) ar the purchase option price for the equipment, if any. 
Lease recetvables and notes payable to banks and a subsidiary of the principal sharcholder secured 
hy approsinitely $33,100,000 of such receivables and by the leased equipment, mature as follows: 
Reecienhton Under 


Faulpment Lennee at 
Detember 39, $971 


Sceored Notes 
Praynhle nt 
December 31, 1971 


Mataritles During the Yere 
Unded December 31, 


Hin tarcrs tes qhatenset Gee Gua ecaenatenia Sse eiessh icboecenik eae ie Aon $12 386,.918 $9,500,718 
LILY Stee eet eee Siecessru@islecGie ereoren berg one aeere ie o eialei geen sieve t V1.602,778 6.472.363 
ERs ci, ous fee aration sibatmneauate wine weluig rere cr 9,910,991 $629,328 
BATED' rats ntaivarvia ante een selena ated oa ante ameEne arg emesaread as 7AQIARS 3,7 11.938 
RN Olas kare we oragedleraaatieas sie a Wie Ho9Ke Lidia eaTAeheetain 2,419.056 991,509 
POAT sere 0iahs. nis.0ig wore veninaiis Sener | te side evieroenees 225,02 101.957 
POMS ie a giA em aed where ene bjovee wks bso djsieinaiel dione AO,69$ 7,974 
BEA cendaneraea ere 5b: 6 Gla einen eeiuald ele'sleids cle Wi nieeiediereiive 6,470 oa 


$13,895,981 


$26,709,190 


FUNDING SYSTEMS CORPORATION 
AND 
FUNDING SYSTEMS CORPORATION AND SUBSIDIARIES 


NOTES TO FINANCIAL STATEMENTS—(Continued) 


The aforementioncd notes payable are issued on a with-recourse basis, and at December 31, 1970 
and December 31, 1971, had composite average interest rates of 10.400 and 9.696, respectively. 


“Under the terms of certain of the Company's secured borrowings, the banks advance 75% or 80% 


of the amount of the lease contracts assigned as security for the loans, and the remainder is remitted to 
the Company as collected from the lessees. 


(3) Real estate financing operations: 


The Company engages in the development of low and moderate income housing limited partnerships 
and conducts real estate mortgage brokerage and financing activities. Commissions earned for its 
services are recorded as income upon consummation of the transactions. Investments made in the 
limited partnerships are pared in cash (not Tess than 1290) and notes maturing serially over a period 
not cxcceding five vears, which notes are generally assigned by the partnerships to the Company in 
amounts equal to its commissions. In addition, the Company generally purchases the remaining investor 
notes for cash and a non-interest bearing obligation to the partnerships. The notes receivable, which 
are collateralized by the partnership interests and, in the event of default, are with full recourse to the 
investors’ personal assets, bear interest at rates ranging from 69% to 10%. ‘The notes receivable and 
related obligations to the partnerships have been discounted for accounting purposes based on imputed 
interest rates of 10% and 99o, respectively, and mature as follows: 


Yenr Ended Amount due 
December 31, Notes Recelrable Partnerships 


$ 573,310 
898,994 
913.016 
818,218 
87,000 

“3,295,598 $ B6R.R38 

(58,287) 

$ B10;551 

The discounts based on imputed interest computations are amortized to income or expense in pro- 


portion to the outstanding balance of the related obligations at the beginning of each period. Such 
method results in a level rate of interest income and expense. 


Of the aforementioned notes receivable, approximately $860,000 have been pledyed as collateral for 
a $500,000 short-term bank foan. 
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FUNDING SYSTEMS CORPORATION 
AND 
FUNDING SYSTEMS CORPORATION AND SUBSIDIARIES 


NOTES TO FINANCIAL STATEMENTS—(Continued) 


(4) 814% Subordinated Convertible Debenture: 


On November 19, 1971, the Company and Equimark Corporation (the Company's principal share- 
holder) entered into an agreement, with the following principal effects: 


| 
| (a) The Company issued ©? 500 shares of its common stock and an 81406 Subordinated Con- 


vertible Debenture due 198! > principal amount of $3,500,000 in exchange for the $4,000,000 
of notes payable to principa, shareholder outstanding at that date. The Debenture, which is 
convertible in whole but not in part prior to November 19, 1976 into 159,091 shares of common 
stock, provides for equal semi-annual repayments of principal from Ma,, 1977 through November, 
P81, in the event the conversion right is not exercised. The Company transferred, without recourse, 
its $195,000 note from a former affiliate (sce Note 10 to Financial Statements) to Fquimark as 
prepaid interest on the Debenture. Said note will be amortized to income as interest expense over 
the term of the Debenture in proportion to its outstanding balance. 


(b) Iequimark loaned $1,500,000 to the Company due February 1, 1973, with interest at a 
rate of 2¢o per annum above the prime bank interest rate. 


(ce) Equimark agreed to convert its holdings of the Company's convertible preference stock into 


375,000 shares of common stock upon the consummation of the public offering contemplated by 
this Prospectus. 


(d) Pursuant to the convertible preference stock agreement with Equimark, the Company 
had agreed that it would not issue additional voting stock without first offering Equimark the 
right to purchase a number of additional shares which would enable Equimark to maintain its 

& - percentage of ownership of the Company (approximately 6260 prior to the issuance of 62,500 
| shares described in (a) above). The Company had also agreed that in no event would it issue 
| common stock without Equimark’s consent if such issuance would require lEquimark to purchase 

more than $3,000,000 worth of common stock to maintain its percentage ownership.  Lquimark 
consented to the issuance of the shares being offered by this Prospectus, the aforementioned per- 
centage of ownership was reduced to be the lesser of 51¢0 or the percentage owned by Equimark 


j 
| 
: immediately prior to such issuance, and the aforementioned maximum purchase provision was 
| reduced to $2,000,000. 

| 


(ce) ‘The Company extended to December 31, 1974, the expiration date of LEquimark warrants 


to purchase 50,000 shares of the Company's common stock ata price of $12 per share (see Note 7 
to linancial Statements). 


The Debenture and note referred to in (a) and (b) above provide that the Company may pay cash 
dividends or other distributions with respect to its comumon stock or purchase, redeem, retire or otherwise 


acquire any shares of its stock only out of net income accrued subsequent to January 1, 1971, plus retained 
earnings on that date 


After giving effect to the foregoing transactions and the issuance of the shares offered by this 
Prospectus, lquimark will own 51.79 of the Company's outstanding common stock. 
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FUNDING SYSTEMS CORPORATION 
AND 
FUNDING SYSTEMS CORPORATION AND SUBSIDIARIES 


NOTES TO FINANCIAL STATEMENTS—(Continued) 


(5) Notes due from officers: 


Pursuant to an Executive Stock Purchase Plan providing for 50,000 shares of common stock to be 
sold at fair market value on terms authorized by the Board of Directors, an aggresite of 27,500 shares 
were sold to three employees during 1971 at $8 per share. Purchase prices are payable $4,400 in cash 
and the balance ($215,600) in 565 notes due in annual installments of $13,200 covenng interest and 
Principal through 1975 with the final installments due 1976, 


In December, 1971, one of the aforementioned employees resigned and pursuant to the terms of 
the Plan, the amount due from this individual ($98,000) was payable by April 3, 1972. In February, 
1972, said employee paid $90,000 of the aniount due and exchanged 1,000 shares of the Company's 
common stock for the remaining $8,000 of notes. 


(6) Federal income taxes: 


Consolidated income tax returns are prepared using the operating method of accounting for leasing 
operagions in fiew of the finance method described in Note 2. Ta accordance with the operating: method, 
lease reecivables are reported as income when due and the related leased cquipment is depreciated using 
an accelerated method. he Company has available operating losses which may be used to offset tax- 
£ come in future years of approximately $750,000 expiring in 1974, $1,350,000 expiring in 1975, 

0,000 expiring in 1976, 


ederal income taxes provided for the year ended December 31, 971, primarily represent taxes 
deferred beeruse of timing differences in recording revenue sad expense for financial statement and 
income tN purposes in accordance with the forcgoing methods, 


The Revenue Act of 197] provides for a Job Development Investment Credit against’ Federal 
Income Lises, subject to certain limitations and depending on the useful Ife of the property, of 75 of 
the cost of qualiticd personal property ordered after March 31, 1971, or acquired after August 15, 
1971, regardless of when ordered, Mor financial sta’ement purposes the Company has adupted the 
© allowable portion of such credit as a reduction in the provision for deferred 
Federal income taxes. ‘the total credit available is limited toran amount based upon the term of the 
respective lease contracts rather than the longer useful life of the Property used for income tax depreci- 
ation and investment credit purposes. “The Company has available approximately $150,000 and #8 10,000 
Of investment credit: for financial Stitement and income tax purposes, respectively, which may be used 
to reduce the provision for Mederal ineonre faxes in future years and which expires in L978, 


\ 


pols of reflecting 


(7) Common stock: 

In July, 1971, the Company effected a 1 for 2 reverse split of all of its outstanding stock and a 
recapitalization whereby the par value remained unchanged at FOI per share. As a result thereof, 
$7,060 was charged to the commen and convertible preference stock accounts and credited to paid-in 
surplus. All numbers of shares snd amounts per share expressed in these notes and the accompanying | 
financial statements are after giving retroactive effect to such reverse split. 
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FUNDING SYSTEMS CORPORATION 
AND 
FUNDING SYS: EMS CORPORATION AND SUBSIDIARIES 


NOTES TO FINANCIAL STATEMENTS—(Continued) 


Shares of authorized but unissued common stock have been reserved as follows: 


Shares Reserved 


December 34, Hecenikes 31. 

a | 
Conversion of Convertible Preference Stack (Note 1) 375.000 
Conversion af 81405 Subordinated Dehbenture (Note 4) ee 129.094 


Qualified Stock Option Plan (Note 8) sa.nnd 
22,500 


cag 
12,590 
1,250 


670,41 


Tn August, 1970, the ompany sold 2,500 shares of restricted ciack to an employee and pursuant to 
a restricted stock bonus plan for key employees which expired in 1970, 23,750 shares of common stock 
were sold in. 1969 and 1970 at par value and valued foi compensation purposes at approximate net book 
valuc. In 1971, 8.000 of these shares were repurchased from individuals who terminated their employ- 
ment. The total compensation ($47,060) is being amortized to income and eredited to paid-in surplus 
over the 5-year period of restricted transferability of the stock. 


(8) Stock options: 


At December 31, 1970 and 1971, options under the Company's Qualified Stack Option Plan to pur- 
chase. at $10 per share fequal to an amount greater than the fair market value at the dates of grant), 
13,000 shares (representing an agerepate option price of $130,000) and 12,873 shares (representing an 


aggregate option price of SF.28.730), respectively, of common stocl were outstanding. During the year 


ended December 3, 1971, options for 9,000 shares were granted, aptions fer 498 shares became exer- 
cisable (representing a per shace option price and fair market value of $10 and $8, respectively, and an 
aguregate option price and fair rearket value of $4,980 and $23,084, respectively) and options for 9,127 
shares were canceled The options expire five years from the dates of grant and are exercisable with 
respect fo one quarter of the optioned shares, on a cumulative basis, in cach year of the term after the 


first vear thereof. As of December 31, 1970 and 1971, options for 37,000 shares and 37,127 shares, 
respectively, remained available for grant. 5 


Upon the exercise of options, the par value of the shares will be credited to common stock and 
the balance of the exercise price will be credited to paid-in surplus. 


(9) Commitments and contingencies: 


The Company has employment agreements with two officers through December 31, 1974, which 
provide, among other things, for (a) annual salaries aggregating: $74,600, and (b) the repurchase under 
certain circumstances of a maximum of 150,000 shares (after exercise of certain warrants) at 20 times 
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FUNDING SYSTEMS CORPORATION 
AND 
FUNDING SYSTEMS CORPORATION AND SUBSIDIARIES 


NOTES TO FINANCIAL STATEMENTS—(Continved) 


earnings per share for the twelve-month period ended on the date of repurchase, or $8.00 per share, 
Whichever is greater, See “Management-—Pransactions with Management” for increase in annual salaries 
to $89,500 subsequent to December 31, 1971. 
Funding Systems Corporation has guaranteed substantially all of its subsidiaries’ notes payable. 
The Company ts obligated under various leases for its oftice facilities providing for annual rentals 
aggrcaling approximately $120,000. Such leases expire at various dates extending through Febru- 
ary; L987, 


(10) Transactions with former affiliate: 


In March, 1971, pursuant to a plan initiated in June, 1970, the Company distributed its investment 
($6,500) in Investors Economic Systems, Inc. (IES) as a dividend to its shareholders. Coincident 
therewith, the Company converted its advances to IES of $495,000 to an interest-bearing note. The 
foregoing transactions have been reflected in the December 31, 1970 Financial Statements. Reference is 
made to Note 4 to Financial Statements with respect to the disposition of the note in 1971, 


(11) Supplementary Profit and Loss Information: 
Charged directly to 


eee 
Lease and Real Estate 
Acquisition Adminis- Financing 
Costs trative Operations Total 
For the period from inception, (April 14, 1969) to OO 
December 31, 1969: 
Maintenance and repairs $ 328 $ 328 
Depreciation and amortization . 915 915 
Taxes—-other than income taxes: 
Pavroll 2,155 §,711 7,866 
Other — PaAl22 Wiz? 
8,208 21,160 29,368 


For the year ended December 31, 1970: 
Maintenance and repairs Alay - $ 3,154 
Depreciation and amortization 12,239 
Taxes—other than income taxes: i 
Payroll 12,619 
Other 
Rent 
For the year ended December 31, 1971: 
Maintenance and repairs $ 4,025 $ 3,688 
Depreciation and amortization 5,458 16,678 
Taxes--other than income taxes: 
Payroll 29,167 14.284 
Other -- 7,566 
118,516 18.340 50. 151,893 


EXHIBIT "K" TO AFFIDAVIT IN SUPPORT 
OF MOTION FOR A PRELIMINARY INJUNCTION 


EED IN RECORTS SECTION 
of, 
| WAY 3 1 1974 
= Ps 
: Vaden 
SECURITIES AND EXCHANGE CCIttlSS ton ve ae ae na 
Washington, D. C. 29549 


FORM LO-K 
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(2) 
OF THE SECURITLES EXCHANGE ACT CF 15934 
For The Fiseal Year Ended December 31, 1973 


Comnission File Number 1-6672 


fee POURS GCORTORA ELON 2 a we 
(Exact name of registrant as specitied in its charter) 


ay PENNSYLVANIA 25-1198784 2 
(State of other jurisdiction of (TI.R.S. Employer Identification to.) 
incorporation or organization) 


445 Smithfield Strect, Pittsburgh, Pennsvivania 15222 


(Address of principal executive otlices) (Zip Code) 


Registrant's telephone number, including area code 412-288-5000 


SECURITIES REGISTERED PURSUANT TO SECTION 12(g) 
OF THE ACT; 


at & 
Preferred Stock, $35.0 
a 


$35.90 Par Value 
CLECLE Gf od 


$s) 
Common Stock, $3.33-1/3 Par Value 
(Title of class) 


Indicate whether the Registrant (1) has filed all reports 
required to be filed by Section 13 or 15¢d) of clie Securities Ex- 
change Act of 1¢34 during the preceding 12 months (or for such 
shorter period that the Registrant was required to {ile such reports) 
and (2) has been subject to such E£iling requirements for the past 
90 days. 


Business. 


Equimark Corporation (the "Cornoration") is a diver- 
sified holding company operating in brogdering Linancial 
fields and in financially oriented service industries trrough 
Equibank N.A. (the ‘Bank") and other subsidiaries. It wes 
organized in 1968 as a one bank holding company and is repis- 
tered as a bank holding company under the Bank Holding Company 
Act of 1956, as amended. 


As a result of a reorpanization and merger constun- 
mated at the close of business on April }, 1969, the Corpora- 
tion acquired all the stock of the Bank and of Nottingham 
Corporation, a reinsurer of credit life, accident and health 
insurance. Subsidiaries of the Corporation now engage in 
financially related activities to banks and banking. The 
Operations of these subsidiaries include new equipment Leasing, 
sale and leasecback of existing equipment, credit life, 
accident and health insurance, accounts receivable and inven- 
tory financing, trading and underwriting municipal bonds, 
Governmental securities and other money market instruments, 
and granting consumer loans through local finance company 
offices. 


On December 31, 1969, the Corporation acquired a 
majority interest in Funding Systems Corporation, a diver- 
sified leasing company, with principal offices in New York 
City. On July 2, 1970, the Corporation organized lLombard- 
Wall, Incorporated, an underwriting firm of government and 
municipal securities and other money market instruments, as 
a wholly owned subsidiary with offices in New York City. 


On October 15, 1970, Nottinghar Corporation formed 
WPNB Financial Corp., a wholly owned subsidiary. This 
Corporation engages in accounts receivable and inventory 
financing. On September 30, 1971, aJl th? outstanding 
shares owned by Nottingham Corporation were transferred to 
Equimark Corporation as a dividend in kind. 


In September 1971, the Corporation purchased all 
the outstanding voting shares of Atlantic Management Cor- 
poration, a holding company headquartered in Silver Spring, 
Maryland, which operates 47 consumer finance offices in 
nine southeastern states. The majority of these offices 
tee under the business name "Landmark Finance Corpora- 
tion. 


At the close of business on February), 28% 19:73: 
the Corporation purchased an additiona!} 500,000 shares of 
the authorized but unissued shares of Western Vennsylvania 
National Bank (new Equibank RAS s stenne major subsidiary of 
Equimark Corporation, for the sum of $10,000,000. This 
action increased the capital account of the Bank by 
$2,500,000 and the capital surplus account by $7,500,000. 


On September 17, 1973, the name Western Pennsylvania 
National Bank was officially changed to Equibank N.A. 
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Business (continued): 


The Corporation's principal line of business is 
banking and bank-related Linenctial setivities. as of 
December 31, 1973, the Corporation and its subsidiaries 
employed approximately 2,511 people. O£ these employces, 
2,110 were employees of the Bank. 


Other than the Bank, none of the Corporation's 
subsidiaries contribute 10% or more of the Corporation's 
total revenues, except for Lombard-Wall, Incorporated, © 
whose contribution amounted to 30%. 


The Bank operates as a pencral Financial institu. 
tion offering complete banking services in the commercial, 
Savings, trust, fiduciary and consumer fields through its 
80 offices located in municipalities in Western Pennsylvania. 


As of December 31, 1973, the Bank had total assets 
of $1.6 billion, deposits of $i.4 billion and loans (net of 
reserves which totaled $12.6 million) of $380 million. On 
the basis of deposits, it is the third largest commercial 
bank in Pittsburgh, the seventh largest in Pennsylvania and 
the fifty-seventh largest in the nation. 


In 1968, the Bank became a member of Allied Bank 
International, a corporation compesed of cighteen banks 
organized under . ction 25(a) of the Federal Reserve Act 
(commonly called the "Edge Act") for the purpose of actively 
participating with other banks in international and forcign 
banking and financial] Operations. Operations in this field 
are nov presently. significant. All aetivities of Allied Bank 
International are subject to Supervision and regulation of ‘ 
the Federal Reserve Board. 


Through the Bank's National, Regional and Metropoli- 
tan Divisions, the Bank provides corporate lending, mortgage 
banking and commercial banking services ~o its national, 
{international and correspondent customeis; Savings accounts 
and plans, consumer loans, charge account checking, con- 
struction loans, mortgages and all other full service features 
to its individual customers: and provides complete fiduciary 
services, including acting as trustee, administrator of 
estates, registrar and transfer agent for corporations and 
public bodies, trustee under pension and profit-sharing plans 
and manager of investments of funds for individuals and in- 
stitutions. 


SJ NOPE IS TOM Ee TR er Ser se er ne 


In July 1973, the Bank opened an office in Luxembourg 
City, Luxembourg. The branch engages primarily in interna- 
tfonal commercial banking activities and is a major factor in 
the expansion of the Bank's operations in the Kurodollar market 
as well as a means to attract additional foreign deposits. 


5 hee SS Taek eels To 


During 1973, the International loan comnitments of 
Equibank N.A. increased nearly $200,000,000. This increase in 
export financing brings Equibank's total commitments to approxi- 
mately $500,600,000, placing it among the top 20 U.S. commercial 
banks dealing with Export-Import Pank programs, As foreign luans 
grew, so did commercial and interbank deposits in foreign offices, 
which more than doubled during 1973 ' 


2 et ee eee a 
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Business (continued): 
— business | Seer 


Active mirketing programs have inereased the number 
lof depositors from approximately 363,000 ja 1969 te epproxi- 
mately 501,000 as of Decenlier JL, 1973. Community offices in 

| the new "Mazi" type of shoppiar complexes have proved to be 
Successful. New offices <ortinually are uamler Tunsideracion 
in Pittsburgh suburlan areas in line with the stcady popula- 
tion shift to the Suburbs. + new offices require ‘the ap-° 
Proval of the Comptroller of the Currency and receive regular 
consideration by that agency. 


In March 1973, Funding Systems Corporation discon- 
tinued its real estate operations consisting of planning, 
Structuring and financing of low and moderate income housing 
partnerships and real estate brokerage and financing accivi- 
ties. Financial aspects are discussed in “Betes te Consoli. 
dated Financial Statements" in the 1973 Annual Report. 


On March 14, 1974, Equimark informed shareholders 
of Funding Systems Corporation’ that it was planning co file 
an application with the Board of Governors of the Federal 
Reserve System for Prior approval by the Board to retain the 
voting shares of Common Stock of Funding Systems Corporation 
presently held by Equimark Corporation, CO continue to engage 
in the activities now conducted by Funding Systems Leasing 
Corporation, and to acquire all of the remaining outstanding 
Shares of Funding Systems Corporation. It also advised that 
it contemplated making a formal tender offer to said share- 


holders to purchase all the outstanding shares at a price of 

$3.00 per Share subject to approval of the Board of Governors 
of the Federal Reserve System and other governmental regula- 

Cory agencies, 


On March 12, 1974, Equimark also announced that it 
had entered into a letter of intent CO sell a)! of the Shares 
of Atlantic Management Corporation to Unien Trust Bancorp for 
the sum of $3,900,000 in cash. Such sale ts subject to the 
approval of the Board of Governors of the Federal Reserve 
System and other 80vernmental regulatory ayencies, 


The Bank competes actively with national and state 
banks in Pennsylvania for all types of deposits, leans and 
trust accounts. {t also competes with repional banks and 
With lacger banks located in some of the principal cities of 
the United States and certain foreign countrics. In addition 
to these, the Bank competes for funds with Savings and loan 
associations, U.S, Covernment Securities and the open money 
Markel, “J¢ competes for loans with other financial institu- 
tions, such as Savings and loan associations, insurance com- 

‘panies, real estare investment trusts; regulated small loan 
companies, credit ‘nions and certain Bovernmenet agencies, 


All nonbank subsidiaries compete with Similar eon< 
Panies within their own industry. In addition, Funding Sys- 
tems Corporation Fompetes for direct lease financing and 
leveraye leasiny, and Atlantic Management Covporalion and 
WPNE Financial Corp. compete Lor loans, on a Limited Scale, 
with banks. 


For the fiscal year ended December | oa ap- 
Proximately 67% of the revenues of the Bank were derived 


Item 1. Business (continued): 


from interest and fees on loans, 29% from income om securi- 
ties, 2% from service charges, fees and commissions, 1% from 
trust department fees and 1% from other sources. 


For the fiscal year ended December Sty SEIS. saps 
proximately 49% of the revenues of Equimack Corporation and 
subsidiaries were derived from interest and fees on loans, 
47% from income on securities, 2% from service charges, fees 
and commissions, 1% from trust department fees and 1% from 


other sources, 


Item 2. 'Summary of Operations. 
| EQUIMARK CORPORATION AND SUBSIDIARIES 
| CONSOLIDATED SUMMARY OF OPERATIONS 


| For the year ended December a1 . 
BI ae a a ees 


(Dollars in thousands) 


Operating income: 
Interest and fees on 
loans § 69,667 $57,605 $45,310 $39,815 
Interest and dividends : 
on investment secu- 
ritices : 34,278 224292 13,389 19,899 
Trading account income 15,596 11,268 3,495 L, 737 
Other 8,350 7,419 5,908 5,033 
Total 190,267 127,891 98,584 68,360 57,494 


ee) onrmtnenmeie  eeaeeei: | mtaeetley. _cuc A 


Operating expenses: i 
Interest 126,895 70,271 43,633 24,789 23,164 
Salaries and employee 
benefits 22,820 21,792 17,764 13,555 11,342 
Provision for possible 
loan losses (C) 4,345 J5274 3,231 1,337 786 
Other (D) 26,227 20,729 22,181 17,579 11,963 


Total 180, 287 116,066 86,809 57,260 47,255 


Income before income ; 
taxes 9,980 11,825 1,775 10,229 
Provision for income 
taxes (B): 
Currently payable 926 a27 
Deferred 2,147 


Net income : 3 S 7,755 
—= =——"ss j 


Earnings per share (F): : 
. Primary : F : 4 $1.97 
Assuming full dilution ; ) 2. : $1.79 | 
Cash dividends per share: 
Preferred stock , : ~10 : $2.10 
Common stock : : 22 : $ .64 
Average common shares 
outstanding 4,154,549 3,796,466 3,821,187 3,827,288 3,822,822 


° 
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Item 2. Summary of operations (continued): 
EQUINARK CORPORATION AND SUBSIDIARLES 


NCTES TO CONSOLIDATED SUMMARY OF OPERATLONS 


Under a Plan of Reorganization and Merger on April 1, 

1969, the Corporation acquired all the outstanding stock 

of the Bank, except for directors’ qualifying chares, and 
this transaction was accounted for as a pooling of interests. 


The provision for income taxes reflects the use of invest- 
ment credits of $400,000 in 1971, $496,000 in 1972 and 
$160,000 in 1973 as a direct reduction of the provision 
for taxes currently payable. Investment tax credits were 
not material in 1969 and 1970. 


Taxes on income include provisions for state and foreirn 
income tax as follows: 1970 - $149,000; 1971 - $308,060; 
1972 - $1,024,000 and 1973 - $218,000. Such amount was 
less than 5% of the total provision in 1969. 


The provision for possible loan losses charged to oper- 
ating expenses for 1971, 1972 and.1973 is based upon a 
forward moving average from 1969. It is calculated by ap- 
plying the ratio of average net losses to averape 

loans outstanding over the period to the average Joans 
outstanding during the current year. Prior to 1971,.the 
provision for possible loan losses charged to operating 
expenses is based on actual net charpeoffs. Net income 
for 1971 would have been reduced by § 347,000 or $09 

per share if the provision charged to operating expenses 
had been based on actual net chargeoffs. 


The transfer between the Reserve for Possible Loan Losses 
and Retained Earnings represents the amount, net of ap- 
plicable tax effect, required to adjust the reserve to 
the maximum amount allowable under Internal Revenue 
Service regulations. 


Depreciation and amortization, computed principally 

on the straight-line method for prem:ses and the accelerated 
and straight-line method for equipment, furniture and 
improvements, was as follows: 1969 - $674,000; 1970 - 
$846,000; 1971 - $1,005,000; 1972 - $1,133,000 and 1973 - 
$1,286,000. 


In March 1973, Funding Systems Corporation (54% and 52% 
ovned subsidiary at December 31, 1973 and 1972, respec- 
tively) announced plans to discontinue certain rea] estate 
operations. At December 31, 1972, that cerperation re- 
corded a provision of $1,350,000 in connection with these 
activities. A arovision of $756,000 was recorded in 1973 
for additional costs and losses relating, to these opera- 
tions. In the opinion of Funding Systems’ manaperent, 
this provision is adequate to cover potential write-downs 
or expenses relating to these operations. 


Item 2. Summary of operations (continued): 


(F) Primary carnings per share were computed by using the 
daily average number of common shares outst wuidine 
(after adjusting for che 1972 stock split) during the 
applicable years and after deducting the preferred 
stock dividends of $236,000 per year in 19609 through 
1972, respectively, and $13,000 in 1973. For purposes 
of computing fully diluted earnings per share, it is 
assumed all convertible preferred stock (112,250 
shares) was converted into common stock on a 4-1/2- 
for-1 basis, and the outstanding stock options at 
December 31, having a dilutive effect, were exercised 
at the beginning of those years. During 1973, 109,226 
shares of convertible preferred stock were converted 
into common stock. If such conversion had taken place 
on January 1, 1969, primary earnings per share would 
have been $1.80, $2.06, $2.23, $2.15 and $2.11 for 1969 
through 1973, respectively. Earnings per share calcula- 
tions for all years have been adjusted to reflect a 
three-for-two split io 1972. 


Item 2. Summary of operations (continued): 


: | 
EQUIMARK CORPORATION AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF CHANGES IN CAPLTAL ACCOUNTS 
EN CAPT IAL ACCOUNTS 


FOF the year ended December 31 
1973 1972 ak i yt ia 1970 L569 
(Dollars in thousands) 
Capital notes: 


Balance at beginning of year S25. 737 $22,000 $22,000 
Repayment of notes 262 


Balance at end of year 13° $21,475 $21,737 $22,000 22,000 
Preferred stock: ee a se ee De ee eee eee ee 
Balance at beginning of year 9 $ 3,929 $ 3,929 
Conversion to common stock 


Balance at end of year 1G) D395 30929 93929 
Common stock: ——— Se Se Sa | eee = SSS 
Balance at beginning of year $12,834 $12,788 $12,766 $12,729 
Sale of stock under option : 
plans: 
1973 - 7,624 shares 25 
1972 - 13,071 shares 46 
1971 - 6,340 shares 
1970 = 5,169 shares 
1969 - 5,979 shares 
Issuance of 381,767 shares 
for conversion of preferred 
stock 1,273 


Peete ty bet sexes athe ane dcecinacanaailiaicleeii 
Balance at end of year $14,132 $12,834 $12,788 $12,749 
Capital surplus: Re ec ee eee reas Sees 
Balance at beginning of year $23,722 $23,539 $23,369, 
Proceeds in excess of par on 
sale of stock under option 
plans 10 57 43 
Proceeds in »xcess of par on 
conversion of preferred 
stock to common stock 
Adjustment resulting from 
sale in 1972 of previously 
unissued stock of subsid- 
fary 972 
Transfer from retained earn- 
ings 


Balance at end of year $25,095 J2Z2 $23,596 
Retained earnings: Wena < a Ee ET 
Balance at beginning of year $26,956 $16,374 
Add (deduct): 
set income per year 8,999 9,639 8,920 7,795 
Dividends declared (3,304) (3,184) (3,093) (2,941) (2,684) 
Other (79) 
Transfer to surplus ; (79) 
Transfer to reserve for 
possible loan losses, 
net of income tax effect 
Of SL,095 tn 19:73), 
91,098 in 1972. S757 in 
1971, $438 in 1970 and 
$360 in 1969 CE tea) Ch. 


189) (821) __ (451) ¢ 
936 $22,099 $16,374 $ip 


2532 errs, 


Balance at end of year $31,464 $26 
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Item 2. Stiimary of operations (continued): 
EQUIMARK CORPORATION AND SUBSLDIARLES 
CONSOLIDATED STATEMENTS OF CHANGES IN CAPLIA! ACCOUNTS 


For the vear ended December 31 
1973 1972 197i Iyid I9t9 
(Dollars in thousands) 


Treasury stock, at cost: 

Balance at beginning of 

year S25: § 1,923 
Common stock - cost of 

145,293 shares in 1973, 

71,943 shares tn 1972 and 

106,316 shares in 1971 2,599 4,499 $. 1,946 
Sale of 1,913 shares in 1972 

and 1,358 shares in 1971 

under stock option plan (43) (23) 
Issuance of 109,791 shares 

for conversion of pre- 

ferred stock to common 

stock (2,159) 
Issuance of 150,000 shares‘ 

in acquisition of Economy 

Bank of Ambridge 2 * (2,854) - 


Balance at end of year G2) 3 S25) § 1,923 


* 
* 


Item 3. Vroperties. 


The principal properties of the Corporetion are 
those held by the Bank and its subsiciary. The Bank's 
headquarters and its Midtown Office are borin located at 
445 Smithfield Street, Pittsburgh, Pennsylvania, where it 
occupies 96,885 square fect of office space under «2 lease 
expiring April 30, 1978. Lt maintains conplete compulcr 
and recordkeeping functions in the Pittsburyh areca, and 
its 80 consunity offices are located in five counties of 
Western Pennsylvania. The Pennsylvania banking statutes 
permit branch banking in counties contiguous to that in 
which the main office is located. 


The Bank owns 25 community office locations. It 
leases 55 conmunity office locations as well as its. exist- 
ing headquarters’ office. Sixteen of the propertics leased 
are owned by Western Properties, Inc. a wholly owned real 
estate subsidiary of the Bank. For the year ended December 31, 
1973, the annual rental expense under leases on its real 
prover. amounted to %',263,611 which does not, inelude 
$325,560 representing .ease payments to Western Properties, 
Inc. (None of the properties owned in fee by the Bank are 
subject to any liens or encumbrances.) It is anticipated that 
annual rentals in these amounts or greater wil] continue in 


future years. 


Subsequent to December 31, 1973, the Bank signed 
a lease to rent approximatély 50% (200,000 square feet) of 
aw office building being constructed) tw ch sateen Pitcsburgh 
and to be named the Equibank Building. Upon occupancy, 
rentals will approximate $2,100,000 per annum. The lease 
provides for a term of 25 years from date of initial occu- 4 
pancy and permits certain extensions. . 


The offices of Nottingham Corporation and WPNB 
Financi: 1 Corp. are located at the headquarters’ office of 
the Corporation. Lombard-Wall, Incorporated maintains its 
offices at 140 Broadway, New York City, New York, and 
Atlantic Management Corporation's main offices are at 8605 
Cameron Street, Silver Spring, Maryland. 


On February 20, 1974, Funding Systems Corporation 
announcee plans to relocate its corporate headquarters from 
450 Vark Avenue South, New York City, New York, to Pittsburgh, 
Pennsylvania. The Company has a lease covering its New York 
City offices until 1987 calling for rentals of approximately 
$48,000 per year and, at December 31, 1973, had unamortized 
leaschold improvements of approximately $300,000. 


Ll 


Item “4. Parents and Suosidiaries. 
et AEN ES AVC oun Siovarles 


| The Corporation operates Chroush the following 
named, major subsidiaries. Ceriain of tiese subsidiaries 
jown additional subsidiaries but the unnamed subsidiaries 
considered in the agerepate as a single subsidiary would 
fae constitute a significant subsidiary. 


Percentage of 
Jurisdiction voling securities 
or state of owned by registrant 


Name of subsidiary organization December 31, 1973 
Equibank N.A. United States 100* 
Nottingham Corporation Pemsylvania 100 
Lombard-Wall, Incorporated Delaware 100 
Funding Systems Corporation Delaware > 54 
WPNB Financial Corp. Pennsylvania 100 


Atlantic Management : 
Corporation Maryland - 100 


All subsidiaries are included in the consolidated financial 
statements of Equimark. 


*Except for qualifying shares required by law to be owned by 
directors of a national banking association. 


Item $. Pending Legal Proceeding. 


There are no material pending legal procecdings, other 
than ordinary routine litigation incidental to the business or 
. property of the Corporation and of its subsidiaries, which if 
decided adversely would have a material adverse effect upon 
the Consolidated Financial Statements of the Corporation 
and of its subsidiaries. 


Increases and Decreases in Outstanding Equity Securities, 
ranting Equity Securities 


___ Number of shares 
Date of Preferre onmon Treasury 
transaction stock stock stock 


Balance December 31, 
1972 112,250 3,850,182 24,988 * 
Purchased during January through 
period December 1973 145,293 


Conversion of March through 


preferred shares November 1973 (109,226) 381,767 (109,791) 
to common : 


Under Incentive January through 
Stock Option June 1973 7,624 


. Plan ES See nL 


Balance December 31, 
1973 é 4,239,573 60,490 
ee et =—" Sere 
*Includes 703 shares of preferred stock adjusted to give effect 
to conversion to common stock. : 


4 
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Item 7. Approximate Number of Equity Security Holders. 


Tne following table Sets forth the approximate 
number of holders of record of each class of eqicy secu- 
rities of the Corporation as of the end of the £iscal year 
December 31, 1973: 


Title of Class Number of Record Holders 
= Gt biass cord Holders 


Preferred stock, $35.00 par value 73 
Common stock, $3.33-1/3 par value 11,073 


Item 8. Executive Officers of the Registrant. 


The following list contains tie names and duties 
of the executive officers. There are no family relation- 
Ships between any of the officers. 


‘ Bie A. Cancel liere, » has served as Chairman of the 
Board, President and Chief Executive Officer of the Corpora- 
tion since its Organization in 1968. His association 
the Bank has been as Chairman of the Board since 1952 
as President for the Periods 1952 to 1970 and 1972) to 


C. W. Metcale, 64, Vice President-Sccretary since 1968, 
has principal Tesponsibility for the corporate secretariz* 
function, including compliance with various regulations vf 
Hovernmental agencies and administration of executive beneLite 
plans. During the period from 1968 to 1973, he -also- was the 
Treasurer of the Corporation. fle has also served a8 Exéecus 
tive Vice President-Cashier of the Bank since 1965. / 

Re oR Kastelic, 39, was elected Vice President - Finance 
in October 1973 and exercises control and direction over the 
Corporation's financial and accounting affairs. He was em- 
Ployed by the Bank as Vice President and Controller in! 
February 1972 and Was subsequently elected Senior Vice 
President - Finance and Operations Group in October 1973. 
Before joining the Bank, he had held the position of Vice 
President and Comptroller of Nercantile Bancorporation, Inc, 
for seven years, 


Wo OM. Holls, Jas ole.) Was employed as Vice President 
in March O74, with responsibility for coordinating the 
short-term financing arrangements cf the Subsidiaries. tie 
was Senior Vice President of GAC Finance Inc. from 1970 to 
1972 and in charge of developing and maintaining bank credit 
lines ‘for UAC. From 1964 to 1977, We held other executive 
Positions with GAC Finance Inc. and its affiliates. 


G. L. Pote, 32, assume’ the office of Treasurer in May 
1973, the-date of his employment, He is responsible for the 
long-term Capital program of the Corporation and subsidiaries 
and coordination of investment banking Telations. From 1970 
fo 1973, he was an account executive with Merrill Lynch, 
Pierce, Fenner & Smith, Inc, Prior. thereto, ke attended the 
Wharton School of Business, University of Pennsylvania from 
1968 to 1979, . 


Information on indemnification is unchanged from 
that contained in Item 9. of Form 10-k of the Registrant 
filed for the fiscal year ended December Jk, 1972, 


Item' 10. Financial Statements and Exhibits. 


(a) Financial statements: 


See accompanying Index to Financial Statements. 


(b) Exhibits: 


None 


PART LL 
tems 11-25, 


On February 20, 1974, the Corporation {filed with 
the Commission a definitive Proxy Statement pursuant to 
Regulation 14A which involved the election of Directors at 
its annual meeting held on March 22, 1974, 


ko oe he we & 
SIGNATURE 


Pursuant to the requirements of Section 13. or -15€d) of: 
the Securities Exchange Act of 1924, the Registrant has duly caused 
this report to be signed on its behalf by the undersigned thereunto 
duly authorized. 


EQUIMARK CORTORATION 
(Registrant) 


wh ae i pr fh 
Syl oe oe a, On wael 
Robert F. Kasctelic 


Vi President - Fi e 
Date: March 29, 1974 ce c n nance 


AFFIDAVIT IN OPPOSITION TO 
MOTION FOR A PRELIMINARY INJUNCTION 


UNITED STATES DISTRICT COURT 


FOR THE SOUTHERN DISTRICT OF NEW YORK 


RICHARD S. KAYE, 
Plaintiff 


VS. Civil Action No. 74 Civ. £152 


FUNDING SYSTEMS CORPORATION (2.L.0.)} 
and EQUIMARK CORPORATION, 


Defendants AF For DA VY IT 


Commonwealth of Pennsylvania } 
SS 


County of Allegheny 


DONALD C. BUSH, being duly sworn, deposes and says: 


1. I am counsel for Equimark Corporation ("Equimark") 


and have personal knowledge of the facts set forth herein. 


2. id make this Affldavit in oppesition to Plaintiff's 
Motion for a Preliminary Injunction and for all other actions in 


relation thereto. 


3. In April of 1972 as counsel of Equimark, I personally 
met with and at the request of members of tne staff of the Board 
of Governors of tne Federal Reserve System and reviewed with them 


the ecquisition by Equimark cf shares of Funding Systems Corporetion. 
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DRO aM ND rate eae STORE 


The letter attached hereto and marked Exhibit A dated April 13, 
1972 confirmed the discussions held with the staff of the Board 
of Governors of the Federal Reserve System and was filed at our 
Suggestion as an official request by Equimark for approval of the 


purchases of shares of Funding Systems Corporation stock by Equi- 


mark. 


4. On May 23, 1972 as counsel for Equimark, I received 
a "no action" letter from the Board of Governors of the Federal 
Reserve System with respect to Equimark's acquisition of shares 
of Funding Systems Corporation. A copy of said letter is attached 
hereto and marked Exhibit B. 


5. The Board of Governors of the Federal Reserve System 


has the full authority under the Bank Holding Company Act of 1956, 
1 


as amended, to supervise the acquisition and holding of shares by 
Equimark and all other registered benk holding companies. The 
Board of Governors of the Federal Reserve System during all this 
_ period since May 23, 1972 nas made no objection to the holding of 


shares of Funding Systems Ccrporation ty Equimark. 


6. At the Annual Meeting of shareholders of Funding 
Systems Corporation held in July of 1973, the shares held by Equi- 
mark were voted by Equimark without objection. The Plaintiff 


herein was aware of said meeting and the outcome thereof. 


7. Plaintiff has been aware for years of the ownership 
of shares by Equimark of Funding Systems Corporation and has taken 
no action at any time prior to the present litigation to attempt 


to bar the voting of shares held by Equimark. 


WHEREFORE, in view of the approval of the Board of 
Governors of the Federal Reserve System of the ownership of the 


shares of Funding Systems Corporation by Eauimark and in view of 


the Plaintiff's knowledge of such ownership over a period of years 


and his intentional delay in attempting to bar the voting of such 
shares until the present time, it is respectively requested that 


this Court deny Plaintiff's Motion for a Preliminary Injunction. 


COMMONWEALTH OF PENNSYLVANIA 
COUNTY OF ALLEGHENY 


Before me, the undersigned authority, personally 
appeared Donald c. Bush, Esquire, who being duly sworn 
according to law, deposes and says that he is authorized to 
make this affidavit and that the facts contained in the fore- 
going Affidavit are true and correct to the best of his 


knowledge, information and belief. 


ae. 


LEP oe 


Donald Cc. Busn, Esquire 


Sworn to and subscribed 
before me this 24th day 


of December, 1974. 


= Ea CHNTY 
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EXHIBIT "A" TO AFFIDAVIT IN 
OPPOSITION TO MOTION FOR A 
PRELIMINARY INJUNCTION 


See Exhibit "CC" to Affidavit 


in Support of Motion for a 


Preliminary Injunction, at 


pages A-77 through A-79. 


EXHIBIT "B" TO AFFIDAVIT 
IN OPPOSITION TO MOTION FOR 
A PRELIMINARY INJUNCTION 


see Exhibit "D" to Affidavit 
in Support of Motion for a 
Preliminary Injunction, at 


pages A-80 through A-81. 


DECISION OF JUDGE CARTER 
mps DATED DECEMBER 26, 1974 


UNITED STATES DISTRICT COURT 


SOUTHERN DISTRICT OF NEW YORK 


RICHARD KAYE, 
Plaintiff, 
vs. 


FUNDING SYSTEMS CORPORATION and 
EQUIMARK CORPORATION, 


Defendants. 


New York, N. Y. 
December 26, 1974 
2.00 o° Clock (p.m. 


DECISION,.OF THE .COURT 


THE COURT: (Carter, D.J.) Gentlemen, I have 


decided to bar the holding of the meeting and issue a 
temporary restraining order. 

I have read the letters that were submitted by 
Mr. Waldman, and the letters do not describe the nature, 
for example, of the litigation pending. In fact, the 
descriptions in the letter are definitely misleading. 
They do not detail what is involved in the litigation. 

I also think that on the surface, at least, if 


the financial conditions of the company are as described, 
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I think that the failure to have submitted in 1973 a 
report to the shareholders having failed to apprise the 
shareholders of the change in the financial status of the 
corporation is a failure which I think is misleading, and 
on this basis I am’ going to grant the TRO. 

Now, I don't want this matter to be pending for 
any length of time. I would therefore like to schedule a 
hearing within the next week. 

When will that be convenient? 

MR. WALDMAN: Your Honor, I am trying to think - 


a moment -- 


THE COURT: I thought you were waiting for 


MR. KAYE: Your Honor, as far as I am concerned, 
any time that the Court determines it is convenient for the 
Court. 

THE COURT: I would certainly, Mr. Kaye, say 
that you have done very well up to now, but I would hope 
that if you are going to have a hearing on this matter, you 
will get counsel. 

MR. KAYE: Yes, your Honor. 

THE COURT: Because we are going to have to have 
a hearing that is conducted efficiently, and I think we are 


going to have to have counsel representing you. 
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I am starting a criminal trial involving a 


total of 25 defendants on January 6th. That trial will. 


last through February. So that I think that we will have | 


to set a date for some time next week. 

MR. WALDMAN: Your Honor, I ama little unclear — 
as to the nature of the hearing. The meeting is post- 
poned -- 

THE COURT: Well, aren't you asking for an 
injunction? 

I am asking for a preliminary 
injunction. 

THE COURT: All I am doing is postponing the 
meeting so that it can be determined whether or not you 
are in violation of the regulations. 

I think that there has been demonstrated to me 
a probability of success on the merits at this stage of 
the proceeding on the part of the plaintiff. I think he 
has also demonstrated irreparable harm because of the 
fact that he has demonstrated that you have, at least prima 
facie, at this point, been in violation of the Federal 
securities laws and regulations. 

Now, you are seeking an injunction -- 

MR. KAYE: An injunction against Funding with 


respect to the annual meeting or any meeting of share- 
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holders, until such time as there is a proper proxy 
solicitation, and secondarily as to Equimark. 

THE COURT: I will postpone the meeting uneal 
such time as you comply. If you don't want to context it 
and will consent to file your proxy statements for the 
adjourned meeting, or postponed meeting in accordance with 
his demands ‘x the complaint, we don't have to have a 
hearing at all. 

MR. KAYE: Excuse me, your Honor. On the 
other matter, with respect to is injunction against 
Equimark, we are also asking for a final judgment on the 
194,000 shares and their effect on a quorum -- 

THE COURT: The temporary restraining order 
is merely to postpone, put off the meeting. I take it 
that it is the position at this point of your opponents 
that on that second point there is not a likelihood of 


success, so that there is no injunction as to that. It 


doesn't make any difference, anyway. The meeting is 


postponed. 

MR. WALDMAN: |Your Honor, I am-a little con- 
fused, and I mean no disrespect -- 

THE COURT: No. I understand that. 

MR. WALDMAN: What I really would like is an 
opportunity to take an immediate appeal to the Court of 
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Appeals. 

My problem is this: If the meeting is not held j 
tomorrow, the matter of anything happening at the meeting oe 
is no longer a problem. The meeting will not be held. 
It will have to be rescheduled. 

It seems to me that in this context, to once 
again have a rapid hearing, which will necessarily be -- 

THE COURT: I think what you can do under nae 
circumstances is to go up to the Court of Appeals right now. 
I have indicated what my order is in the minutes that are 
here, and you can qo up to the Court of Appeals on them. 

MR. FREEDMAN: Excuse me, your Honor. Do: 
understand that no restraining order or injunctive relief 
has been granted with respect to Equimark Corporation? 

THE COURT: That is right. The only matter 
I have dealt with is the issue of the postponing of the 


meeting scheduled for tomorrow, for the seasons that I have 


indicated. 


MR. KAYE: Judge, with respect to the matter 


of the 194,000 shares of the Equimark stock that were 


unlawfully acquired, I think the matter is arguable as to 
whether or not -- 
THE COURT: Of course, it may be arguable, 


but I have already made my decision as to that. The 
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| defendants think it is arguable, the point that I have 
indicated that you have made. 

MR. KAYE: No. What I was getting to, sir, 
in the event that they succeed in holding the meetizg 


tomorrow by virtue of whatever transpires at the Court of 


Appeals, the 194,000 shares of stock will be used to create 


a quorum, and if they did not have that 194,000 shares of 


stock, they would only own 35 per cent of the shares. 
THE COURT: That does not help me at all. 
The defendants' argument is that there are grave conse- 


quences attendant to calling the meeting off, but you have 


convinced me that you have a case. Not that you have a 


case with regard to the stock. 


If you want to go upstairs, by all means 


MR. WALDMAN: I am just seeking now to fashion 


the issue in such a way that I can take it to the Court of 


Appeals, and I do not want to misunderstand your Honor.'s 
opinion at all, because what we would go on kuna question 
| of ieieu eeuke harm, and, as I understand it, there be no 
injunction against devoting of the 54 per cent of shares -- 
THE COURT: There is no injunction so far as 
the shares are concerned. 
MR. WALDMAN: Again, I thought 1 heard your 
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Honor say that there was no indication of probable sv-: 
on that issue. 

THE COURT: Yes, but I think that there is a 
probability of success on the merits in regard to the 
omissions and misleading statements in the proxy statement, 
and I think that the plaintiff would Suntec deueeenaes 
harm by virtue thereof... 

On that basis I am going to issue a temporally 
restraining order barring the holding of the meeting. 

Is that clear enough for you to proceed? 

MR. WALDMAN: Yes, your Honor, just so I.can 
communicate to my clients precisely what the temporary 
restraining order is. 

THE COURT: The only effect of the temporary 
restraining order is to bar the meeting until it runs out. 
We are not going to have an immediate hearing, and that 
means that you cannot hold the meeting until some time in 
January. 

The point, of cou.ss2, Mr. Waldman, is that as 
the plaintiff claims that you should not be allowed to hold 


the meeting until your proxy statements or the issuance of 


them are in order, if you don't want a hearing ON that 


matter, he will have the right to come back before it runs 
out, or any time that you try to hold the meeting without 
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complying, so that I would think that after you have 
finished with the Court of Appeals, you might want to have’ 
the matter settled. 

MR. WALDMAN: Your Honor, what I think I also - 
will want to do is to talk to my client. Maybe we will 
have some method of communicating with you about a date for 
a hearing, if that is your wish. 

THE COURT: Well, as I said, the hearing will 
have to be either next week or at the end of February or 
in March. 

Mr. Waldman, you can communicate with Mr. 


Kaye and my law clerk, if you need these pepers. 
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ORDER OF THE COURT OF APPEALS 
FOR THE SECOND CIRCUIT 


Cirited States Court of eIppeals 


SECOND CIRCUIT 
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Ata stated Term of the United States Court of Appeals for the Second 
i casliaiod hp ouiaeeauipeealaaaiaainiaeie in the City of New York, un the 
twenty-seventih day of December: 
one thous sind nine iandren aed seventy-four. 


Present 1, ITENRY J. J RCEHOLY 
HON. WILFRED PEINEERG 


HON, MURRAY 2. 
Circuit Judges, 


Richard S, Kaye, 


Laintiff-Anpellee 
Vie 


‘ 
Funding Systens Corporation and 142.085 
Equimark Corporation, 


Defendants-Appellants,. 


Appeal froin the United Stites: District Court for the Southern 
District of. New York. 
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ON CONSIDERATION WHERLUOF, it is now hereby ordered, adiuvlend, 
and decreed that the : Ob Since] eatiic! 


arcer I 
. . ee 1 4f jvere +a - Wen deaes 
Court be and it hereby is reversed with costs to be taxed against 


the appellec. 
As DARIEL, PUSA™. 
Cis 


by VINCENT A. CATLIN, 
Chax Deplity Clerk 


